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As we focus on 
Grace's core 
businesses, upgrade 
the portfolio 
and integrate the 
organization, 
we are enjoying and 
responding most 
affirmatively 
to the challenges 
of public 
accountability. 


Focus Upgrade Integrate 


Financial Summary $ millions (except per share) 


For the Year 1991 
Sales and Revenues. ..... $6,049. 1 
Income from Continuing 

Operations .......... 219.2 
Net Income s...62-0io.c 00 ss 218.6 
Earnings Per Share from 

Continuing Operations . 2.51 
Earnings Per Share...... 2.50 
Capital Expenditures .... 447.0 
Research and 

Development Expenses 150.4 
Dividends Paid on 

Common Stock ....... 122.0 
Dividends Per 

Common Share....... 1.40 
Average Common Shares 

Outstanding 

(thousands). ......... 87,236 
At Year-End 
Total Apsets..6 Goi e. os $6,007.1 
WSL DOB eos naitiecesn + tc 2,259.4 
Shareholders’ Equity 

(Book Value)— 

Common Stock ....... 2,017.7 
Book Value Per 

Common Share....... 22.77 
Common Shares 

Outstanding 

(thousands).:..64 o:0.5 os 88,603 


1990"! 
$5,984.2 


202.3 
202.8 


$6.226.5 
2,285.9 


1,905.0 


22.14 


86,052 


19892) 
$5,358.4 


254.0 
253.2 

2.98 

29% 
484.6 
124.8 
119.2 


1.40 


85,193 


$5,619. 1 
2.016.7 


1,722.9 


20.16 


85,454 


Percent Change 


1991/1990 1990/1989 
1% 12% 
8 (20) 
8 (20) 
7 (21) 
6 (21) 

(13) 6 
2 18 
1 | 
2 ] 
(4)% 11% 
(1) 13 
6 11 
3 10 
3 l 


(1) Certain amounts have been restated to reflect the book, video and software distribution businesses as 


discontinued operations. 


(2) Includes a net after-tax gain of $61.8, or 73¢ per share, on the restructuring of the former Natural 


Resources Group’s operations. 
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Sales and Revenues = ($ millions) 
1991 ee ee eee ee e288 8288 e 36.0491 
1990 #8988888 880808080288 84 35.9842 
1989 @#@@@@ @e@ eee eRe eee $5,3584 
1988 @@ 888888888888) $50722 


1987 @8@28@2822828828888 s3.8803 


Income From 
Continuing Operations = ($ millions) 


1991 @@@@@@4 $219.2 
19990 @#@@8@8®@® $2023 
1989 @@@@@4 $192.2* 
1988 @ 8888) $189.4 


1987 @@@® $1377 


* Excludes $61 8 after-tax gain on the restructuring 
of the former Natural Resources Group's operations. 


Total Assets  ($ millions) 
1991 eeeeeeee2828282828828° 88 $6,0071 
1990 @@ 8888882828828 8808 8 $62265 
1989 @@@8 8888888888888 $5.6191 
1988 #9822828 80888828088 84 $5,1902 


1987 Sseeee ee eee ee $4.3116 


ounded over 135 years ago, Grace 


today is the world’s largest specialty 


chemicals company with a leader- 
ship position in health care. With 
headquarters in Boca Raton, Florida, 
Grace’s global operations are staffed 
by 49,300 employees in 190 manu- 
facturing facilities and more than 
800 sales offices spanning 48 states 
and 46 countries. 


To Our Shareholders 


s you know, we have publicly committed to focus, upgrade and 
integrate Grace’s businesses and have delivered valuable results 
in line with that commitment. There remains great opportunity 

to create significantly more value for our shareholders—we've 


only just begun. 


In late 1990, we publicly announced the start of a process to de- 
velop a strategic plan directed at enhancing shareholder value. 
And, in our 1990 Annual Report we laid out specific action steps 
for 1991. We then came to you at the Annual Meeting in May 
1991 with an update on our progress, and at that time we 
aggressively committed to: 


o Develop a worldwide strategic plan for the 1990s; 
°o Accelerate our restructuring program; 


o Establish new fiscal controls and targets to improve cash 
flow, increase earnings and reduce long-term debt; and 


o Reduce overhead. 


We are delivering on these commitments. As a result, you en- 
joyed a rewarding year. Our stock price rose 65 percent—and 
with our dividend of $1.40 per share, shareholder value increased 
71 percent. This was more than twice the 1991 gain of the broader 
market averages and ranked among the top in our industry. Our 
net income rose 8 percent in a recession year versus a 10 per- 
cent target. Earnings per share rose 6 percent. 


Yes, some of our achievements are comparable to what other 
companies have done. And, there are some elements of luck in a 
growing success story. But, most of the positive results are due to 
hard work on the part of your management team and thousands 
of other dedicated employees within your Company. 


J. P. Bolduc (left) and J. Peter Grace (photo opposite). 


To Our Shareholders continued 


Grace is today a company in transition. We are moving from 
diversity, modest growth and a holding-company structure to a 
company focused on six core businesses in specialty chemi- 
cals and health care—businesses with existing strong techni- 
cal competencies, high growth and world-leading positions 
which will be managed on a global product line basis. 


Our strategic plan is clear. Our commitment is firm and abiding. 
And, our goals for 1992 remain as outlined in late 1990. We 
have strong momentum and plan to stay the course in order to: 


© Complete our restructuring program and produce total 
proceeds of $1.5 billion from divestment of noncore 
businesses ($500 million has been generated so far); 


eo Reorganize the core businesses to speed growth and 
global decision making; 


o Reduce overhead at all levels by $50 million; and 


o Achieve our financial goals to: 

- generate positive free cash flow from operations by 
reducing capital expenditures (from $514 million in 1990 
to less than $400 million expected in 1992) and improv- 
ing working capital management; 

- reduce our debt to capital ratio below 45 percent; 

- increase earnings more than 10 percent annually; and 

- earn 20 percent return on shareholders’ equity which 
translates to 15 percent return on total capital employed 
in the business. 


We have outstanding strategic businesses from which to deliver 
on our commitments: 


o Packaging © Construction Products 
© Health Care o Water Treatment 
© Catalysts and Other ° Container Sealants 


Silica-Based Products 


Grace maintains worldwide leadership positions in each of 
these six core areas. Some are sparkling diamonds while 
others need further polishing. Earnings from these core busi- 
nesses grew over 10 percent annually during the past five 
years, despite the recent softness in many of the world econ- 
omies. In 1991 they produced over 80 percent of Grace’s after- 
tax operating earnings on only 60 percent of our total sales, 
while employing only 50 percent of total capital—with returns 
on shareholder equity exceeding our targeted 20 percent. We 
are upbeat that with these core businesses we will achieve our 
aggressive corporate goals. When coupled with strategic non- 
dilutive acquisitions, Grace is becoming a very exciting, fast- 
track, results-oriented and shareholder-driven company. 


Achieving our strategic goals will also demand an efficient and 
effective organizational structure, supported by state-of-the-art 
management systems, to allow for orderly and meaningful exe- 
cution. None of this will be possible without the right people, in 
the right jobs, at the right time and at the right cost, operating in 
an organizational culture conducive to attracting, retaining and 
motivating highly qualified people. Taken together, this newly 
focused strategy coupled with upgraded and integrated struc- 
tures, systems and people, will be employed to grow our core 
businesses and provide value to you, the shareholder. 


As we focus on Grace's core businesses, upgrade the portfolio 
and integrate the organization, we are enjoying and responding 
most affirmatively to the challenges of public accountability. 


[ae 


J. Peter Grace 
Chairman and Chief Executive Officer 


J. P. Bolduc 
President and Chief Operating Officer 


March 20, 1992 


Specialty Chemicals 


Health Care 


Specialty Businesses 


Grace Energy 


Divestments Completed in 1991 


First Quarter 1991 


AgChem Trinidad Operations 
Tag Pharmaceuticals 


Grace at a Glance: 


Specialty Chemicals is the cornerstone of 
Grace's worldwide activities. It is the global 
leader in flexible plastic packaging mate- 
rials and systems, petroleum fluid cracking 
catalysts and container sealing com- 
pounds. These product lines, along with 
water treatment systems, construction 


products and silica-based specialties, are 


Grace maintains leading positions in the 
specialized health care markets of dialysis 
services, home health care and medical 
products and has invested in the field of 
health care personnel services. National 
Medical Care is the leading U.S. provider of 
kidney dialysis services and one of the 


Grace Cocoa, with operations in the 
Netherlands, France, Germany, Switzer- 
land, Singapore, Canada and the U.S., is 
the leading worldwide supplier of premium 
cocoa and chocolate ingredients to the 
bakery, confectionery, beverage, dairy and 
foodservice industries. American Breeders 


Service is the global leader in bovine artifi- 


Grace Energy Corporation (currently 83.4% 
owned) is a diversified energy company 
specializing in oil field services, oil and nat- 
ural gas production and coal mining. It is 


the largest onshore drilling contractor in the 


world and the leading provider of offshore 


Second Quarter 1991 


Teroson Chemicals 
Teva Pharmaceutical shares 


the core contributors to Grace's position 
as the world’s leading source for high- 
technology, value-added specialty chemi- 
cals. With operating bases in 46 interna- 
tional markets, Grace is tapping new 
growth opportunities in Eastern Europe, 
Russia and the Pacific Rim. 


world's largest manufacturers of dialysis 
supplies. Key to Grace’s success in this 
field is its integration of clinical excellence 
and superior quality within a cost-efficient 
framework—a strategy that is expected to 
secure significant expansion opportunities 


in new international markets. 


cial insemination. Agracetus is a techno- 
logical innovator in genetic engineering 
techniques. These businesses are recog- 
nized for global strength and technological 
expertise. 


workover/well completion services in the 
Gulf of Mexico. It also operates Colorado's 
largest surface coal mine and is a leader in 
specialized oil field services. 


Third Quarter 1991 


Farr Better Feeds 
Walnut Grove 
Teroson Acoustics 


($ millions) 1991 1990 Specialty Chemicals Geographic Sales Breakdown ($ millions) 
Sales & Revenues $3,530.9  $3,570.1 
Operating Income 


US andCanada QOOOOOOCOCOCOCOOCOCOOCE 381.817 


After Taxes $ 261.2 $ 2566 
SS Eurcpe @OOOOOOCOOCOOOO $1,307 
Employees 23,000 24,700 
Pacific @Q@@@ $300 
Latin America/Other @ $107 
($ millions) 1991 1990 Health Care Geographic Sales Breakdown ($ millions) 


Sales andRevenues $1,009.2 $¢ 875.0 


Operating Income 
After Taxes $ 80.1 $ 647 


Employees 11,400 10,900 


US and Canada OOOoeoceocoedod $990 


Europe €@ $19 


($ millions) 1991 1990 Specialty Businesses Geographic Sales Breakdown ($ millions) 
Sales & Revenues $1,029.8 $1,059.6 


Operating Income 


US andCanadae QQ@QQQ $434 


After Taxes $ 45.2 $ 503 sais COCOCE 3537 
Employees 8,260 8,900 
Pacific @ $59 
($ millions) 1991 1990 Grace Energy Geographic Sales Breakdown ($ millions) 


Sales & Revenues $ 479.2 $ 479.5 


Operating Income 
After Taxes $ 112 $ 259 


Employees 3,900 4,500 


US andCanada QQ@QQQ $478 


Europe «$1 


Divestments Completed in 1992 


Fourth Quarter 1991 


Bekaert Textiles Baker & Taylor Books 
Baker & Taylor Video 


Baker & Taylor Software 


8 Specialty Chemicals 
1991/1990 Sales by Industry 


($ millions) 1991 1990 
Packaging/Container $1,426.5  $1,356.5 
Engineered Products & 
Services 530.7 572.3 
Catalysts/Other 

Specialty Chemicals Silica-Based Products 480.0 455.0 
Construction 345.1 375.3 
Water Treatment and 
Process Chemicals 292.0 241.4 
Chemical Intermediates 203.2 202.7 
Other* 253.4 366.9 


Total $3,530.9  $3,570.1 
a , 


*Includes Separation Sciences and divested units. 


pecialty chemicals 1991 sales of $3.5 billion reflect Grace’s global 
commitment to its core chemical product lines. As the world’s 
leading source of high-technology, value-added specialty chemi- 
cals, Grace is the premier supplier of flexible plastic packaging 
materials and systems, petroleum fluid cracking catalysts and 
container sealing compounds. Its water treatment systems, con- 
struction products and silica-based specialties also carry a global 
reputation for superior technological performance. Through a 
strategy that integrates global product line management teams 
with a streamlined structure, Grace plans to focus on and aggres- 
sively grow these businesses throughout the 1990s and beyond to 
continue to achieve above average earnings growth and return on 
total capital employed. 


Flexible 
Packaging 


Cryovac innovative packaging systems provide superior product 
protection, and Grace's global marketing reach ensures continuity 
of quality and service in every customer market. While Cryovac 
has long been a leader in the meat, poultry, cheese and shrink- 
wrap packaging markets, new opportunities abound. Expected to 
generate significant growth in Europe, Latin America and Japan is 
a new high-barrier, multilayer film for retail packaging of meat, 
cheese and poultry. A new films plant under construction in Sen- 
eca, South Carolina will upgrade Grace's ability to satisfy global 
demand for Cryovac technology. In modified atmosphere pack- 
aging, Cryovac is exploring a barrier foam tray to improve case 
life of centrally trayed and overwrapped fresh meats and poultry. 


With Cryovac protective packaging, producers can deliver greater variety and the freshest 
quality to supermarket meat cases (photo above). 


Catalysts/ 
Silica-Based 
Products 


Construction 
Products 


Speciality Chemicals continued 


Building on its presence in the medical field as a top source of 
ostomy products, Cryovac is investigating the best ways to 
leverage its barrier and coextrusion technology with expansion 
into intravenous solutions and kidney dialysis bags. 


The largest cracking catalyst plant in the world got even bigger in 
1991, when Grace increased capacity by 50% at its Lake Charles, 
Louisiana complex. The 45,000 ton per year expansion is dedi- 
cated to the manufacture of the newest generation of catalyst. 
The culmination of a 10-year research program, advanced XP 
catalysts deliver superior bottoms cracking, greater gasoline yield 
and higher octane to petroleum refiners. Anticipating environmen- 
tal legislation affecting how gasoline is formulated, Grace is at the 
cutting edge of catalysis studies geared to production of environ- 
mentally compatible, high-octane fuels that do not sacrifice prod- 
uct performance. Grace's silica-based specialty chemicals add 
value and enhance performance in a variety of industrial pro- 


cesses and end-use products. 


Grace construction products strengthen concrete, fight corrosion, 
stop water damage and protect buildings from fire. These prod- 
ucts are specified to ensure structural integrity on job sites world- 
wide, including London’s Canary Wharf and Barcelona’s Olympic 
Stadium and Village. Dedicated to developing technologically 
advanced construction products designed to keep maintenance 
costs down and reduce total life-cycle costs, Grace completed a 
$10 million upgrade of its primary cement and concrete research 
lab in Cambridge, Massachusetts in 1991. 


XP catalysts are setting new standards for gasoline yield and octane performance (photo top). 
The Grace Recovery System recycles concrete (bottom). 
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Monokote Fireproofing was specified 
for extensive use in Phase | and II 
of Europe's largest commercial 
building project—the $5 billion 
Canary Wharf development in 
London. The Canary Wharf project 
will encompass some 12 million 
square feet of commercial property, 
including a 55-story office tower and 


400 shops, restaurants and pubs. 


Water 
Treatment 


Container 
Sealants 


= 


Dei Mont 


Speciality Chemicals continued 


Through a combination of technology and service, Grace 
Dearborn responds to industry’s water treatment needs by pro- 
viding products and solutions that inhibit the formation of scale, 
corrosion and foulants in industrial cooling and boiler water sys- 
tems. Dearborn’s wastewater treatment products remove the 
contaminants contributed by industrial processes prior to dis- 
charging process streams back to the environment. This enables 
industry to comply with stringent regulatory requirements. Adding 
another niche market to this business in 1991, Grace acquired AA 
Consultancy and Cleaning Co., Ltd., a U.K.-based specialist in 
cleaning and sterilizing cooling water systems and water storage 
tanks. This operation and others acquired in 1990 are now fully 


integrated within the worldwide Grace Dearborn product line. 


Customers seal four hundred billion cans and bottles annually 
with Grace container sealing compounds. To enhance manufac- 
turing efficiency and improve quality and service to European 
customers, Grace is adding a new $30 million production facility 
to its Epernon, France site, where it will be able to draw upon exis- 
ting manpower and organizational resources. In North America, 
Grace is marketing sophisticated, colored synthetic metalworking 
fluids for use in the high-tech aerospace industry. Demand for 
Grace’s new high-performance coatings for metal packaging, 
developed in Europe, is on the upswing in Latin America and 


Far East markets. 


The Dearborn MC24000 computerized controller helps customers meet water and energy 
management goals (photo top). Grace sealants preserve freshness and flavor in canned foods 
and beverages (bottom). 


Dearborn engineers are devoted 

to developing safe, effective and 
environmentally responsible 

treatment programs. Dearborn's 
proprietary waste treatment s 

technologies are designed to ensure ®, . 

end-users’ compliance with federal, 

state and local regulations 
while minimizing hazardous 


waste generation. 


14 Health Care 
1991/1990 Sales by Industry 


($ millions) 1991 1990 

Dialysis Services $ 720.3 $629.8 

Home Care Services 137.9 112.5 

Total Patient Care 858.2 742.3 

Health Care Medical Products 151.0 132.7 
Total $1,009.2 $875.0 


race's health care operations showed exceptional growth in 1991. 
Due to both strong demand and a focus on high-quality, cost- 
effective service, revenues reached $1 billion for the first time—a 
15% rise over 1990—and operating income after taxes reached 
$80.1 million, a 24% jump over 1990. 


Health care—the nation’s largest industry—offers tremendous 
global growth potential for Grace’s core health care operations 
and investments, which have leading positions in niche 
businesses—dialysis services, home health care, medical prod- 


ucts and health care personnel services. 


Dialysis 
Services 


National Medical Care (NMC) is the nation’s leading provider of 
dialysis services. NMC has made it possible to extend dialysis 
care from short-term therapy for patients in acute need to long- 
term therapy for patients whose kidney functions will never 
recover. Through a network of nearly 400 dialysis clinics, NMC 
provides millions of dialysis treatments annually to thousands of 


patients. 


LifeChem provides high-quality clinical testing services specific to the needs of dialysis 
patients (photo above). 


NMC's Dialysis Services 
Division integrates standardized 
clinical policies and procedures with 
advanced dialysis treatments 
to provide the highest quality, 


cost-effective patient care 


Home 
Health Care 


Medical 
Products 


Health Care continued 


NMC Homecare provides life-sustaining intravenous drug and 
respiratory therapies to patients in nonhospital settings. Integrat- 
ing clinical excellence with cost-effective treatment through more 
than 70 service facilities nationwide, NMC nurses, respiratory 
therapists and pharmacists work side by side with physicians and 
other health care providers to coordinate a variety of specialized 
clinical services. In February 1992, NMC opened its first clinic for 
comprehensive care of HIV patients in Key West, Florida as a joint 
venture with ImmuneCare, Inc. This community-based center, 
which takes an all-encompassing approach to diagnosing and 
treating the HIV disease with a complete array of medical, phar- 
maceutical, reimbursement and social services, will serve as a 


model for possible national expansion. 


As a vertically integrated company, NMC manufactures approx- 
imately 2,000 high-quality, economical products specific to the 
needs of dialysis patients. Its LifeChem clinical laboratory serves 
over 35% of all dialysis patients in the U.S. with a databank that is 
unmatched in helping nephrologists better manage patient care. 
Currently servicing hospitals, clinics and home care patients in 
more than 25 countries, NMC plans to expand its reach in Russia, 
Eastern Europe and Southeast Asia. 


Consistent with Company strategy to integrate business lines, in 
January 1992 Grace's Amicon unit became a part of NMC 
Medical Products. Amicon, a supplier of sophisticated separation 
products, strengthened its position with the 1991 acquisition of 
Prochrom, a leader in preparative high-pressure liquid 
chromatography. 


In July, Grace acquired a 47% interest in Cross Country 
Healthcare Personnel, the nation’s leading provider of travel nurs- 
ing services. Focusing on critical staffing needs, it places nurses, 
therapists and technologists on temporary assignments through- 
out the U.S. 


NMC Homecare vans deliver [V drugs, medical equipment and supplies to home care patients 
nationwide (photo top). NMC’s Medical Products Division offers specialized dialysis supplies 
that address the full range of treatment modalities (bottom). 


With the guidance of NMC Homecare 
Ce nurse clinicians, dietitians, 
respiratory therapists and clinical 
pharmacists, more than a quarter of a 
million patients each year undergo 
clinical treatment in 
h the comfort and security of 


their own homes. 


18 Specialty Businesses 
1991/1990 Sales by Industry 


($ millions) 1991 1990 
Cocoa Products $ 705.0 $ 684.9 
Specialty Agriculture 159.4 204.5 
Specialty Textiles 148.8 155.3 
Specialty Businesses Transportation 16.6 14.9 
Total $1,029.8 $1,059.6 


hile Grace's specialty business units are recognized leaders with 
inherent competitive strengths, the sharpening of Grace's focus 
and strategic restructuring have necessitated divestment of non- 
core businesses in this group. Grace sold specialty textiles and 
animal feed units in 1991 and recently completed the sale of its 
book, video and software distribution units, with the proceeds 


initially slated to reduce long-term debt. 


The world’s leading supplier of premium ingredient cocoa and 
chocolate, Grace Cocoa integrates global marketing with preci- 
sion production capabilities, ensuring consistently high quality 
worldwide. A new 300,000 square foot manufacturing facility is 


under construction in Milwaukee, Wisconsin. 


Livestock American Breeders Service, the global leader in artificial insem- 
Husband Cotes é : : 
wet ud ination of dairy and beef cattle, received a patent in 1991 on its 
eg 


process for duplicating bovine embryos. This new technology 
facilitates multiplication of genetically identical dairy and beef cat- 
tle with superior genetic characteristics, a first for the cattle indus- 
try. It removes the risk in anticipating sex, genetic makeup and 
production capabilities, enabling producers to better manage 
herd production and profitability. 


Genetic 
Engineering 


Agracetus is the leader in transformation of plant and animal cells 
using its patented Accel! particle propulsion technology. It devel- 
oped the world's first cotton plants containing foreign genes and, 
in April 1991, received a patent to genetically engineer cotton. 
Agracetus is broadening the application of its advanced gene 
transformation technology to address major new opportunities in 
health care and livestock. 


ABS bulls are world-renowned for genetic superiority (photo top). Agracetus is engineering 
plants to decrease production costs and increase crop quality (bottom). 
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At Soboca’s 


a ‘Maitre Chocolatier’ 
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Dijon, France facility, 
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quality products to 


rs around the globe 


Oil and Gas 
Production 


Grace Energy 


Grace Energy 
1991/1990 Sales by Industry 


($ millions) 1991 1990 
Oil Field Services $342.6 $358.3 
Oil and Gas 85.1 98.1 
Coal Mining 26.8 — 
Liquid Storage and 

Terminaling 24.7 23.1 
Total $479.2 $479.5 


race has announced its strategy to divest noncore businesses, 


including Grace Energy Corporation. To achieve the flexibility 


needed to execute this program, Grace has proposed to acquire 


in a merger Grace Energy’s publicly held shares. 


Grace Energy integrates energy production with a wide range of 


petroleum industry services. It maintains a strong financial base, 


although results for the year were off due to continued low oil and 


gas prices, which had an adverse impact on U.S. drilling activity. 


Through Colowyo Coal Company, it operates the largest surface 


coal mine in Colorado. In October 1991, Grace Energy increased 


its ownership in Colowyo to 100% by purchasing M. A. Hanna 


Company's 50% interest. 


Homco International maintained profitability and its leading posi- 


tion in tool rental and fishing and cutting services. 


Although industry drilling activity is off, Grace Drilling Company 
has taken steps to upgrade service components over the long 
term and is committed to advanced drilling technology. Field tests 
of the FlowDril drilling system show penetration rates from two to 
three times those of conventional drilling methods, and four new 
systems are expected to be operational in 1992. 


Committed to remain a leader in workover/completion services in 


the Gulf of Mexico, Grace Offshore Company is constructing a 


750-horsepower platform workover rig designed to rig up in 


24 hours under normal working conditions, compared to a 


rig-up time of four to seven days for standard workover rigs. 


When an oil well no longer flows freely, a pumping unit is frequently used as an artificial lift 


system to enhance crude yield (photo above). 
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With computerized loading 


operations that can fill a single railcar 


. } in less than a minute, Colowyo’'s 1991 


production topped four million 


tons of high-quality coal 
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Bio- 
technology 


Biomedical 
Devices 


Research & Development 


ecause the ability to generate new growth determines long-term 
prosperity, Grace devoted $150 million to research and devel- 
opment in 1991. Grace excels in the design and formulation of 
alumina- and silica-based materials, catalysts, polymeric sys- 
tems and molecular separation systems. These core technical 
competencies, coupled with growing expertise in biomedical 


devices and biotechnology, direct the course of Grace research. 


In biotechnology, Grace is developing environmentally friendly 


pesticides derived from plant extracts and natural microorganisms. 


Addressing a global environmental concern, Grace is field testing 
an electrically heated catalytic converter that meets low and ultra- 
low automobile emission standards. Other proprietary technolo- 


gies reduce coal-fired power plant stack emissions. 


Exploration of polymer film technologies is leading to advances in 
food preservation techniques and new packaging applications for 
medical and electronics products. 


In construction products, Grace has recently introduced new gen- 
erations of technology in concrete admixtures, fireproofing and 


waterproofing, for continued growth of these key product lines. 


Grace is pioneering the development of medical devices to 
enhance the quality of medical care for patients with kidney prob- 
lems, diabetes, liver failure and high cholesterol. In May, Grace 
patented its artificial pancreas, which is designed to control 


glucose levels without daily injections of insulin. 


Biotechnology studies of molecular structure are yielding advances in natural pesticides 
(photo top). Grace’s developmental liver-assist device is designed to provide interim support for 
liver transplant patients (bottom). 


Working with university and 
governmententomologists, 
Grace researchers developed an 
environmentally sound, naturally 
occurring insecticide— 
Margosan-O—derived from 
seeds of the Neem, an Asian 


mahogany tree. 


Commitment: Environment 


ecognizing its responsibility as a steward of the earth’s natural 
resources, Grace is committed to minimize and eliminate waste 
and to develop environmentally engineered products and pro- 
cesses that ensure the safety of employees, customers and com- 
munity neighbors. The Company devotes more than $100 million 


annually to achieve this mission. 


Specialty Chemicals reduced annual reportable emissions by 
36%—the third straight year of reductions—and is making signifi- 
cant progress toward its goal to halve total emissions by 1994. 


National Medical Care closely monitors and minimizes medical 
waste through reuse of hollow fiber dialyzers and specific arterial 
lines. In McAllen, Texas, NMC is installing a system to recover up 
to 99% of the ethylene oxide used in its manufacturing process. 


Many of Grace’s best product opportunities are driven by environ- 
mental needs. Grace markets a waterproofing system that 
replaces solvent-based primers with water-based surface condi- 
tioners; metalworking fluids that are biodegradable, worker-safe 
and fully recyclable; wastewater treatment products that help cus- 
tomers meet discharge regulations, increase water reuse and 
decrease waste haul-out costs; clean, low-sulfur, high-BTU 
“compliance coal’ for power plants; emission-control catalysts; 
and pollution-control equipment for the printing industry. 
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Management is responsible for the preparation, as well as the 
integrity and objectivity, of the financial statements and other 
financial information included in this report. The financial 
statements and other financial information have been prepared in 
conformity with generally accepted accounting principles and 
accordingly include certain amounts which represent management's 
best estimates and judgments. 

For many years, management has maintained internal control 
systems to get in fulfilling its responsibility for financial 
reporting, including careful selection of personnel, segregation of 
duties, formal business, accounting and reporting policies and 
procedures and an extensive internal audit function. While no 
system can a tae elimination of all errors and irregularities, the 
systems, which are reviewed and modified in response to changing 
conditions, have been designed to provide reasonable assurance that 
assets are safeguarded, policies and procedures are followed and 
transactions are properly executed and reported. The concept of 
reasonable Seana is based on the recognition that there are 
limitations in all systems and that the cost of such systems should 
not exceed the benefits to be derived. 
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Price Waterhouse 


153 East 53rd Street 
New York, NY 10022 


To the Shisveholdews and Board of Directors 

of W. R. Grace & Co. 

In our opinion, the accompanying consolidated financial statements 
appearing on be 28 through 41 of this report present fairly, in all 
material respects, the financial position of W. R. Grace & Co. and 
subsidiaries at December 31, 1991 and 1990, and the results of their 
operations and their cash flows for each of the three years in the 
period ended December 31, 1991, in conformity with generally 
accepted accounting principles. These financial statements are the 
responsibility of the Company’s management; our responsibility is to 
express an opinion on these financial statements based on our 
audits. We conducted our audits of these statements in accordance 


‘ 
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Management's Responsibility for Financial Reporting 


W. R. Grace & Co. and Subsidiaries 


The Audit Committee of the Board of Directors, which is 
comprised of directors who are neither officers nor employees of nor 
consultants to Grace, meet with Grace’s senior financial personnel, 
internal auditors and independent accountants to review audit plans 
and results as well as the actions taken by management in 
discharging its responsibilities for accounting, financial reporting 
and internal control systems. The Audit Committee reports its 
findings and also recommends the selection of independent 
accountants to the Board of Directors. Management, the internal 
auditors and independent accountants also have direct and 
confidential access to the Audit Committee at all times. 

The independent accountants are engaged to conduct audits of 
and render a report on the financial statements in accordance with 
generally accepted auditing standards. These standards include a 
review of the systems of internal controls and tests of transactions to 
the extent considered necessary by them for purposes of supporting 
their opinion set forth in their report. 


Me 


Brian J. Smith 
Executive Vice President 


and Chief Financial Officer 


Report of Independent Accountants 


@ 


with generally accepted auditing standards which require that we 
plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing 
the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis 
for the opinion expressed above. 


February 5, 1992 
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28 ‘Financial Statements $ millions (except per share) 


Years Ended December 31, 1991 1990 1989 
bln david FOVORUIES 6. 6re cial ate OER aa ibe OLS Oe in adele kee 6 o(o ad avi ase eS eneLaa Ne $6,049.1 $5,984.2 $5,358.4 
Dividends, interest and other income.”. ........2.. 00s eee cece cette eee e teense eee eneeees 78.1 64.2 85.5 
Equity in earnings of affiliated companies ....... 6.660. e cece e eee ence e eee e eee tees 14.0 15.6 23.4 
Net gain on strategic restructuring ...... 02. secs ee eee eee teeters een sete eeeetsteees 6.1 — 114.4 
6,147.3 6,064.0 5,581.7 
Cost of goods sold and operating expenses. .... 2.6.66 e eee e eee ee eee neers e ee eeenes 3,856.3 3,898.1 3,547.9 
Selling, general and administrative expenses .... 6.6.6... eee eect e eee t teens 1,241.9 1,135.2 1,017.7 
Depreciation, depletion and amortization. ... 2... 6.6.6 - see e eee eee erect teen eee neees 359.1 343.3 312.6 
Interest expenses... sco cisren's « < spiecciowiae oR bs hiaibie ale oi KM Rin Shee tipi nis a\e¥isie syae ea tee 180.9 211.0 199.6 
Research and development expenses ... 02-2 css cece cece eee c ccs cece ceeeseetesteeses 150.4 147.5 124.8 
5,788.6 9,730.1 5,202.6 

Income from continuing operations before income taxes ........-++ +4 eee eee eee cece ee eeeee 358.7 328.9 379.1 
TC. SA Sere ye eer Serer tt eee SEEK et 139.0 115.9 127.5 
Income from continuing operations before minority interests .......6.0+000eeeeeeeeeeeeeee 219.7 213.0 251.6 
Minority interest. «és <.avis cc 0e ole 0 co's obi 0s cig otc oe slab aphid e cays spe oeeetieeee cesar (.5) (10.7) 2.4 
Income from continuing operations .... 2.6... 6: cece ee eee cere eee e eee e eee eneeneneees 219.2 202.3 254.0 
(Loss) income from discontinued o i (.6) a (.8) 
Wet HOON a's, 5-6 o's clc dice vo «a. erode icin RHA inn SAW Mm nels Pea RemeeE ates tke S:7leckcn eb Mon’ pwbia $ 218.6 $ 202.8 $ 253.2 
Earnings per share: 

Continuing operations .........ccsccecncvscccetectncewewessecnseseservecceneres $ 2.51 $2.35 3 2:98 

Wesbitacstnitths <n ar oie 6 01a 45s were he COMED > 0078 aloe geared We Gl ol Sec 8d ip, id le O° °3.50 ($5, 236, 3. 297 
Fully diluted earnings per share: 

Continuing operations’... 201 nccgegen osc ie ccedecameeee eens teres reese nelesiness« $ 2.41 $ 2.32 $ 2,91 

NOU RSCOME, ooo Si gieeic holes ov aed a ncece CoN bon SRAM Wed ele eae UND OSs ob Feber ate <p $2.40 -  $ 2:32 .§ 2.90 


Consolidated Statement of Shareholders’ Equity 


$ millions 


Cumulative Common 
Preferred Common Paid in Retained Translation Stock in 
Stocks Stock Capital Earnings Adjustments Treasury Total 
Balance at January 1, 1989............ $7.5 $85.2 $ 38.3 $1,407.3 $25.7 $(12.9) $1,551.1 
NG PHONO 50 ica se 00 04 teateee oleae AC Seon — — — 253.2 — — 253.2 
Di vighnuss O00 | 0/050 05.0 -3:0b betd tis hh — — — (119.7) — — (119.7) 
Stock options and awards ...........--- _ 3 7.4 _ — 13.1 20.8 
Translation adjustments ...........+-++- _ — — _ 23.5 — 23.5 
Bn A REFS eee ie tet SiGe ee OIE — — L7 — _— (.2) 1.5 
Balance at December 31,1989 ........ 7.5 85.5 47.4 1,540.8 49,2 - 1,730.4 
NGL INCOME 5.2. edocs sslo-a tata Senin apes — — — 202.8 — _— 202.8 
Dividends DGG: 025s cers ec tame ee ee — — a (120.7) —- — (120.7) 
Stock options and awards ............++- _ a 12.6 a _ — 12.9 
Translation adjustments ...........+++: a — — a= 85.2 _ 85.2 
Rs Garces: Ate clan tcdhs tla sing Dab B 1.6 = — 1.9 
Balance at December 31,1990 ........ rf 86.1 61.6 1,622.9 134.4 _— 1,912.5 
Netincoime 22.3 0 ca en cts teas eee _— _— — 218.6 — — 218.6 
Dividends paid. &:ssa% cadena Mereee wn _ _— — (122.5) — _— (122.5) 
Stock options and awards .............. — 2.5 58.4 — — — 60.9 
Translation adjustments ............... —_ —_ _— _ (44.4) — (44.4) 
RAL EAT OA gr ee PCP —_ —_ ‘i — — = Bh 
Balance at December 31, 1991 ........ $7.5 $88.6 $120.1 $1,719.0 $90.0 $ — $2,025.2 


The Notes to Consolidated Financial Statements, pages 31 to 41, are integral parts of these statements. 
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| 
Years Ended December 31, 
Operating Cash Flows 
Income from * ik std opérations before income tHXes |: .)...:.,.)- 0 ac emia wih es +s sistas sted ns 
Reconciliation to cash provided by operating activities: 
Depreciation, depletion and amortization ............00++cseceeeeecetcucceeuvceeuncs 
Equity in unremitted earnings of affiliated companies ...........66-0000seeeeeceeeeeee 
Net gaih'on strategic reatructuring és, vary oor alias ae. 8 De Ae Pe lew violas cleo « 
Changes in assets and liabilities, excluding businesses acquired/divested and foreign 
exchange effect: 
Decrease (increase) in notes and accounts receivable, less allowances .............+--+ 
Incisaaé in:inventories.... : . .3:: Seapeemoredmas 55-8 12ST eRe Me ad Sete saint ome 
Increase in accounts payable 05709 4 vas Pehle vo ved cE | OU Om her oie 
Increase in receivable due from insurance carriers .........0..600.e cece eee e eee enee 
Restructuring expenditures ... . 0. 5,93 aaa ees +s he+ se) ss tegen dat bas ibe s «see sein 


Oh te Peer Se oh OMB RN Cel Ss SR PATO T aaa 


flows provided by operating activities of continuing operations ................ 
flows provided by (used for) operating activities of discontinued BONB hoccte 


Net pretax cash flows from operating activities ............00cceceeeceececceceseecbeuees 
Bupomic tages paid .......... .- «ics spunea ches male's canis eak06. + or aan 


* 
Investing da Flows 
Copital expenditures ...... .. 045. sdla ep eule vie se os 5645 See o'r. 5 0 J acdteets 
Businesses acquired in purchase transactions, net of cash acquired... ..........000000e eee 
Purchases of energy services equipment ......... 066 .cees sence Mbhene ees tecceccseeeees 
Increase in investments in and advances to affiliated companies ..............0.0000000000% 
Net proceeds from initial public offering of subsidiary. ...........0..020 0200 ceeeeeeeeeeee 
Net proceeds from divestment of businesses... .......0..00cceceeee eee e cece eeeeeuneeuas 
Proceeds from disposals of assets .. «065 os cse2,sve0s 0000 UEQRMMMEE DN ca vocdeseusccugs 


SL ee Sy > fe ee Bret str pages | I A 


Net cash flows used for investing activities 


* 

Financing Cash Flows 

Increase in borrowings having original maturities in excess of three months................5+ 
Repayments of borrowings having original maturities in excess of three months ............... 
Net increase in borrowings having original maturities of three months orless................. 
Dividends paid 2). o)sis0:s bias 0.00 4 aca vip eabeinte nlespier ayeia) We 6, o)al 0 lt Glia enna Crate ey 456 Pa ine 
Stock options exercised wise 6 ciao w:cilm, & SiMe tp ig ia 6 aul wy "AU ols oie tt A am ey Garg Sa 
Other =. 5 ssi ieee Oo eee RSI 


Net cash flows (used for) provided by financing activities ...........0.0c sec e cece eee e ensues 


Effect of exchange rate changes on cash and cash equivalents .........+.+e+seceeceuceecess 


Increase (decrease) in cash and cash equivalents. 6:0)... ss..'s coe SOE wa8 sks Se isis 
Cash and cash equivalents, beginning of year 


Cash and cash equivalents, end of year. ........-0..eceece cee neesebetersecsessccescens 


The Notes to Consolidated Financial Statements, pages 31 to 41, are integral parts of this statement . 


1991 


$ 358.7 


359.1 
(6.6) 
(6.1) 


171.2 
(30.5) 
11.9 
(54.9) 
(29.3) 
(69.8) 


703.7 
16.1 


719.8 
(117.5) 


602.3 


(447.0) 
(131.0) 
(42.3) 
(44.8) 
366.4 
30.2 
(59.1) 


(327.6) 


319.7 
(695.6) 
271.3 
(122.5) 

45.7 


(181.4) 


(2.2) 
91.1 
116.0 


$ 207.1 


1990 


$ 328.9 


343.3 
(10.7) 


W. R. Grace & Co. and Subsidiaries 


1989 


$ 379.1 


312.6 
(10.6) 
(114.4) 


(142.9) 

(36.4) 
19.4 

(21.2) 


29 


30 


Financial Statement 


December 31, 


Assets 

Current Assets 

Cash and cash equivalents ......6... cess ccce cece ce eece reer eeneeneeseuereseneesesessenssinees 
Notes and accounts receivable, less allowances of $41.0 (1990 —$54.8). .. 0... 5. 6c cece ee eee cee eee eens 
KeeveeibOries) ocean ats a de ewe TRANS Gaede o-6.0's Vine b erere Ce wares bars Ue Fs So Pir dace DA eee Cee 
Net current assets of discontinued operations .........-0+e eect eet e eee renee eens ee eeneneesenees 
Dither Curretht GaROlS 26 oon) oad LES iins BRE es Ble v9 Se ee Rte es MESON Aes Se eies Ca whe eae ere 


Fite Curreat AssOteies dic. ce oie icin as Voit’ o's We v v5 ddgs BR Te iG bc 65 60 NOR Ce g eum es eneekeet Cees 
Investments in and advances to affiliated companies... .. 0.6.6.0 c eee e eee eee e tee etre eee eeneeenaees 
Properties and equipment, net 2... 2.00. c cece cece e eee e eee e ee eeee reser eeeseeseeeenecesiennces 
set OURS > 5 ocho ecto Seren Rr ars aa nots e's din.00.p wueinnle Sud \si Pa a 6 55 fo! a-b law © Repu o/s "ees oud ae maT 
Goodwill, less accumulated amortization of $48.8 (1990—$51.1) ........ cece eee e eee eee eee este eneee 


Waite A eit ak ico eS ss CE edn aE Oe pass Be cape wield Kee A ewe oinieit gine U6 od ee Gath as Galea aera enS 


Liabilities 

Current Liabilities 

Loane payable: << <isreis'h ecb Coes eps OS wet nro oa os cP OME nielu Oca Blah. v0.0 cale'e.6 ee 3 teas Nhe aoe 
Accounts payable ...0:% co eee cosy Os dw nie wi VIE ibe pine apie Spay Niels cldve-tiv' te « ev ee wi owla's 9 8 prabe eR cgaIOneS 
PIOUS CAME 6. 50S Fc che nes ON ARS eS SD aw eco Ue 0a h 0 ecb EMR EAEE odbc eX 6 = So GhL ee gue ee 
Onhericnrpent linbilitien:.5 occ oso hon eds Cee cas aa > 0 at veep oa eee Os oUN Soe oe CDSs an eee 


Total Curset Pistia oe Soih i oe ny i Cac menlathe net hve ow kt ak ads Crema nt aes 
Kicuig-tetwer GOD, 'a <5 5 no9:4 v8.0 5 tennis 2 yee 6 eos lwnre KU ale seAeee eee se dh wo see wees age kaa ee a ee 
Orhier camotarrent Linbabaities 5:5 saw ino eh ao vo os. FES nce ae eb awd EAS os ¢. 0s SUES SADE Un Eee eurES 
Deferred income LOnMi rises ccs Site eo Ba hie ab WS ia sos 0b ewe UKs Ho we. ale a ee slain sig pe Os aE seed ae 
LD Bick SRS Cae SENS eae oe eee ERE N ES RE eT eee REMR EE eee ee a, 


Detial Thales ai: ose ns he terse ao a0 a 0b 03a eRe DE ORs obs ¥s.0:9 Cee. wee an ee eee 


Shareholders’ Equity 
Preferred stocks, par Vale: S100 5205 gritos 6c kes shen awevaw ne bec ccw con seqtess sce sla ppeebeenss 
Common stock, $1.00 par value; 300,000,000 shares authorized; 88,603,000 shares outstanding 

at December 31, 1991 and 86,052,000 shares outstanding at December 31, 1990 ..........0++e000005 
Paid inicanital sc pisses ca'v.cm Cadac s cok faces ay 00s os Ra wees Rees Tip etd «kv Nle tie, Uses Rea 
Hetaitiod qarnitge y:6:6 525 occ fee ieee t hele spec 0) 0a ye salwaccen bn bh nasa Senge © 6 as 69 pice ee eA eS 
Carailative translation ac inetmenne 60% .0% Geek co nc 3 55 Vgc este ds eis was obo 0.0 0.40 wd ost wns RRS we 


Nutal Sinaweliabens: Margins 20 5 sia. oi Nika Ss Fs vo eanasaleintale Sl bb tee Fee SNS po wma Reelin aD 
Total Liabilities and Shareholders’ Equity .......... ~~... 26.60. e eee eee eee ee eee ee 


The Notes to Consolidated Financial Statements, pages 31 to 41, are integral parts of this statement. 


1991 


88.6 
120.1 
1,719.0 


90.0 
2,025.2 
$6,007.1 


1990 


$ 321.5 
704.8 
157.9 
495.9 


1,680.1 
1,964.4 
402.2 
106.5 
160.8 


4,314.0 


7.5 


86.1 
61.6 
1,622.9 


134.4 
1,912.5 
$6,226.5 
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Note 1—Summary of Significant Accounting and Financial 
Reporting Policies 

The accounting and financial reporting policies of W. R. Grace & 

Co. and subsidiaries (Grace) conform to generally accepted account- 

ing principles and reflect practices common in industries in which 

Grace operates. 


Consolidation Principles The consolidated financial statements 
include the accounts of W. R. Grace & Co. and majority-owned 
companies. Investments in affiliated companies (20% to 50% 
owned) are accounted for under the equity method. 


Reclassifications Certain amounts included in the prior years 
consolidated financial statements have been reclassified to conform 
to the current year's presentation and as required under accounting 
treatment for discontinued operations (see Note 4—Discontinued 
Operations). 

Cash Equivalents Cash equivalents consist of highly liquid in- 
struments with original maturities of three months or less. 


Inventories Inventories are stated at the lower of cost or market. 
Due to the diversified nature of Grace’s operations, several methods 
of determining cost are used, including first-in/first-out, average 
and, for substantially all United States chemical inventories, last- 
in/first-out. Market value for raw and packaging materials is based 
on current cost and, for other inventory classifications, on net realiz- 
able value. 

Properties and E quipment and Related Depreciation Proper- 
ties and equipment are stated at the lower of cost or net realizable 
value. Depreciation of properties and equipment is generally com- 
puted using the straight-line method over the estimated useful lives 
of the assets. The successful efforts method of accounting is used for 
oil and gas operations. Depletion of natural resource reserves is de- 
termined by the unit-of-production method. Interest is capitalized 

in connection with major project expenditures and amortized, gener- 
ally on a straight-line basis, over the estimated useful lives of the 
assets. 


Goodwill Goodwill arises from certain purchase transactions and 
is amortized using the straight-line method over appropriate periods 
not exceeding 40 years. 


Income Taxes In accordance with the provisions of Statement of 
Financial Accounting Standards No. 96, “Accounting for Income 
Taxes,” the deferred tax liability is determined based on the ex- 
pected reversals of differences between the tax basis of assets and 
liabilities and their basis as reported in the financial statements. 


Cumulative Translation Adjustments In accordance with the 
provisions of Statement of Financial Accounting Standards No. 52, 
“Foreign Currency Translation,” the financial statements of Grace’s 
non-U.S. subsidiaries are translated into U.S. dollars. The assets 
and liabilities of certain non-U.S. subsidiaries whose “functional” 
currencies are other than the U.S. dollar are translated at rates of 
exchange at year-end, and revenues and expenses are translated at 
the average mo thly exchange rates. The allocation for income taxes 
included in the translation adjustment to shareholders’ equity was 
not significant. ; 

Earnings Per Share Primary earnings per share are computed on 
the basis of the weighted average number of common shares out- 
standing. Fully diluted earnings per share assume the conversion of 


convertible debentures (with an increase in net income for the after- 
tax interest savings) and the issuance of common stock equivalents 
related to stock options. 


Note 2—Asbestos, Environmental and Other Litigation 


Grace is a defendant in lawsuits relating to asbestos-containing 
products previously sold by Grace. At December 31, 1991, Grace 
was a defendant in approximately 24,300 asbestos-related lawsuits 
(as compared to approximately 21,200 at December 31, 1990), and 
it is anticipated that Grace will be named as a defendant in addi- 
tional asbestos-related lawsuits in the future. At December 31, 
1991, 122 of the lawsuits pending involved claims for property dam- 
age allegedly caused by the use of asbestos-containing materials in 
the construction of buildings; the plaintiffs in these lawsuits gener- 
ally seek, among other things, to have the defendants absorb the 
cost of removing, containing or repairing the asbestos-containing 
materials in the affected buildings. The remaining asbestos law- 
suits involved claims for personal injury. In most cases, Grace is 
one of many defendants. 

Although personal injury cases are generally similar to each 
other (differing only in the type of asbestos-related illness allegedly 
suffered by the plaintiff), each property damage case is unique in 
that building types, sizes, utilization and difficulty of abatement, if 
necessary, vary from structure to structure; thus, the amounts in- 
volved in prior dispositions of property damage cases are not 
necessarily indicative of the amounts that may be required to dis- 
pose of such cases in the future. In addition, in property damage 
cases, information regarding product identification on a building-by- 
building basis (whether or not Grace products were actually used in 
the construction of the building), the age of the building, the type, 
size and use of the building, the jurisdictional history of prior cases 
and the court in which the case is pending provide the only mean- 
ingful guidance as to potential future costs. However, much of this 
information is not yet available in many of the property damage 
cases currently pending against Grace. 

Through December 31, 1991, 94 asbestos property damage 
cases were dismissed with respect to, and without payment by, 
Grace; verdicts were returned in favor of Grace in five cases (one of 
which was subsequently remanded for a new trial); in two cases, 
Grace was held liable for a total of $10.1; and 96 property damage 
suits and claims have been settled by Grace for a total of $176.6. 
Grace has recorded a receivable for the insurance proceeds it ex- 


’ pects to receive in connection with these settlements and the 


adverse verdict and defense costs initially paid by Grace. 

The remaining asbestos lawsuits pending at year-end 1991 
involved claims for personal injury. Through December 31, 1991, 
approximately 5,200 personal injury cases had been dismissed 
with respect to, and without payment by, Grace (primarily on the 
basis that its products were not involved), and approximately 6,300 
cases had been settled for a total of $29, the majority of which has 
been paid by certain of Grace’s insurance carriers as part of the 
settlements described below. In 1991, the Multi-District Panel on 
Litigation consolidated, for pretrial purposes, all asbestos personal 
injury cases pending in the federal courts; of the approximately 
24,200 asbestos personal injury cases pending against Grace at 
year-end 1991, approximately 7,000 cases were affected by the con- 
solidation. All asbestos personal injury cases pending in the 
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Maryland state courts were consolidated into a single proceeding; 
Grace is involved in approximately 3,000 of these cases. To date, no 
action has been taken by the courts handling the consolidated cases 
that would indicate whether the consolidations will affect either 
Grace’s cost of disposing of cases or its defense costs. 

In Grace’s opinion, it is probable that the personal injury and 
property damage cases pending at December 31, 1991 can be dis- 
posed of for total amounts estimated to range between $527 and 
$712, inclusive of legal fees and expenses that are expected to be 
incurred in disposing of cases. Grace has recorded a receivable of 
approximately $208 for the insurance proceeds it expects to receive 
for prior payments made to dispose of asbestos litigation. Adding the 
receivable to the estimated maximum exposure of approximately 
$712 for pending cases yields a total maximum estimated exposure 
of approximately $920. 

Although Grace has determined its estimated and probable expo- 
sure to be at least $527 as discussed above, this amount has not 
been recorded in Grace’s consolidated financial statements because 
recovery from Grace’s insurance carriers with respect to the under- 
lying claims is deemed probable notwithstanding assertions by 
certain of those carriers that they are not required to indemnify 
Grace. Uncertainties relating to such indemnification have been con- 
sidered in establishing this estimate and in the preparation of the 
consolidated financial statements. 

Grace’s ultimate exposure in respect of its asbestos lawsuits 
and claims will depend on the extent to which its insurance will 
cover damages for which it may be held liable and amounts paid in 
settlement and litigation costs. In March 1991, the United States 
District Court for the Southern District of New York held that Grace’s 
primary insurance carriers are obligated to defend and indemnify 
Grace for damages (other than certain punitive damages), settlement 
amounts and litigation costs with respect to both personal injury and 
property damage asbestos claims, holding that coverage for asbestos 
property damage was triggered by the “discovery of damage” during 
the policy period. In December 1991, the Circuit Court for Jackson 
County, Mississippi also held that Grace’s primary and excess insur- 
ance carriers are obligated to defend and indemnify Grace, holding 
that for the purposes of insurance coverage, damage to buildings 
from asbestos-containing products occurs at the time such products 
are in place and that the damage continues as long as the building 
contains the products; this ruling holds that the trigger for determin- 
ing insurance coverage is a “continuous trigger.” 

Grace received $21.5 in July 1990 from Continental Casualty 
Co. (CCC) and $34.3 in December 1991 from Maryland Casualty Co. 
(Maryland) as payments under Grace’s primary level product 
liability insurance coverage. The payment by CCC represented 
CCC’s aggregate remaining obligation to Grace under primary prod- 
uct liability insurance coverage provided by CCC from June 30, 
1973 through June 30, 1987, and Grace agreed that CCC’s primary 
product liability insurance obligation to Grace for that period was 
satisfied. At the same time, CCC dismissed a lawsuit it had filed 
against Grace seeking reimbursement of certain amounts paid by 
CCC which Grace maintained were not owed by Grace. Accordingly, 
as of August 1, 1990, Grace assumed CCC’s responsibility for pay- 
ment of litigation costs arising from Grace’s asbestos lawsuits. The 
payment by Maryland represented Maryland’s aggregate remaining 
obligation to Grace under primary level product liability insurance 
coverage provided by Maryland from June 30, 1962 through 


June 30, 1973, and Grace agreed that Maryland's primary level 
product liability insurance obligation to Grace for that period was 
satisfied. 

The CCC and Maryland payments cover the majority of the pri- 
mary coverage that Grace has available from its insurance carriers 
for the period June 30, 1962 through June 30, 1987. However, 
Grace is seeking to recover approximately $28.8 from insurance 
companies that sold additional primary insurance policies to prede- 
cessor companies of Grace. Grace’s excess insurers and the insurers 
of predecessor companies have either not acknowledged or have 
denied the applicability of their insurance coverage to Grace's as- 
bestos property damage lawsuits and claims, and Grace is currently 
in litigation with these carriers concerning the applicability and ex- 
tent of its insurance coverage. 

For the period June 30, 1971 through June 30, 1985, the most 
relevant period for asbestos litigation, Grace purchased, on an an- 
nual basis, as much as eight levels of excess insurance coverage. 

In general, excess policies provide that when claims paid exhaust 
coverage at one level, the insured may seek payment from the car- 
riers at the next higher level. For that 14-year period, the first six 
levels of excess insurance available from insurance companies 
Grace believes to be solvent (based primarily upon reports from a 
leading independent insurance rating service) provide coverage in 
excess of $1.5 billion, which is $580 or 63% more than the esti- 
mated maximum requirements referred to above. If, however, the 
amount available in the first six levels should prove to be insuffi- 
cient, Grace has substantial additional coverage available in its two 
remaining levels of excess coverage. In Grace’s opinion, it is proba- 
ble that recoveries from its excess insurance coverage will be 
available to satisfy Grace’s asbestos-related exposure. Conse- 
quently, Grace believes that the resolution of its absestos litigation 
will not have a material effect on its consolidated financial position 
or results of operations. 

Grace has also been designated, along with other companies, as 
a “potentially responsible party” by the United States Environmen- 
tal Protection Agency (EPA) with respect to absorbing the costs of 
investigating and remediating pollution at various sites. Grace is 
also involved in other litigation, including certain environmental 
proceedings brought by federal, state and/or local government agen- 
cies and private parties. The EPA actions and other litigations are 
not expected to result in significant monetary or other sanctions or in 
other material effects. 


Note 3—Strategic Restructuring, Acquisitions 
and Divestments 


In 1991, Grace announced a strategic restructuring plan to focus, 
upgrade and integrate core businesses, reduce overhead costs, di- 
vest identified noncore businesses and reduce debt. The core 
businesses are packaging, health care, catalysts and other silica- 
based products, construction products, water treatment and process 
chemicals and container sealants. 

The 199] net gain on strategic restructuring includes gains of 
$108.8, inclusive of cumulative translation gains of $37.9, on the 
disposition of certain noncore businesses and investments. Ex- 
penses related to the relocation of Grace’s corporate offices from 
New York to Boca Raton, Florida, provisions for certain environmen- 
tal and litigation costs and other restructuring charges were recorded, 
resulting in a net gain on strategic restructuring of $6. 1 for 1991. 


‘ 
Grace continued to expand its health care service operations 
through the acquisition of several businesses and facilities; in July 
1991, Grace acquired an initial 47% common equity interest in a 
company that recruits nurses and other health care professionals 


minority shares of Grace Energy Common Stock for $16.50 per share 
in cash. The proposed transaction is subject to various conditions 
and approvals customary for a transaction of this nature. 

During 1990, Grace acquired several suppliers of water treat- 
ment products and services and health care service operations. 

In 1989, Grace increased its common equity interest in National ° 
Medical Care (NMC) from 82.8% to 97.5% for $76.5. Grace 
acquired the remaining 2.5% of NMC common stock in January 
1990 for $14.2. 

All of the above acquisitions were accounted for as purchases, 
and the results of operations of the acquired businesses are included 
in the consolidated financial statements from the respective dates of 
acquisition. 

In 1989, Grace restructured its natural resource operations 
through the sale of Grace Equipment Co., the initial public offering 
(IPO) of Grace Energy and an adjustment in the carrying value of 
certain natural resource assets, resulting in a net gain of $114.4, 
including a loss of $7.5 relating to the IPO. In the IPO, Grace 
Energy issued and sold a 16.6% interest. Grace owns 83.4% of 
Grace Energy’s outstanding common stock. 


Note 4— Discontinued Operations 


In November 1991, Grace agreed in principle to divest its book, 
video and software distribution businesses (Grace Distribution). 


Year Ended December 31, 1991 
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The loss from discontinued operations in 199] includes a provision 
for the estimated loss on the sale of Grace Distribution and 
operating results of Grace Distribution prior to divestment totalling 
$(20.1) and a $19.5 reduction in the reserve for other discontinued 
operations. During 1991, Grace conducted an analysis of the reserve 
related to discontinued operations and the remaining liabilities re- 
tained by Grace in respect of divested discontinued operations, 
which resulted in a decrease to the reserve established in 1986, to 
an amount equal to the estimated remaining liabilities retained by 
Grace at December 31, 1991. 

Other activities in discontinued operations for 199] relate to 
Grace’s former agricultural chemicals group, which had been classi- 
fied as a discontinued operation in 1986. In January 1991, Grace 
sold its interest in its remaining fertilizer operation (a multi-plant 
ammonia complex in Trinidad) for proceeds of $17 plus contingent 
deferred payments, based on the pro forma cash flows of such 
operation over a ten-year period, of up to $50 (net present value), ap- 
proximately $26 of which is guaranteed by the buyer. All operating 
results of the fertilizer business and gains and losses on divestments 
(resulting in 1991 income of $2.7 and losses of $20.9 and $99.2 in 
1990 and 1989, respectively), have been applied to the reserve es- 
tablished in 1986. The reserve remaining, after giving effect to the 
199] transactions referred to above, is $55.1. 

In January 1989, Grace sold its 50% interest in a phosphate 
mining partnership for $109 and used the proceeds to repay its 
share of the partnership's debt obligations. In addition, in July 
1989, Grace received payments of $38 on securities acquired in 
connection with a 1988 sale of fertilizer operations. 

Sales and operating results of discontinued operations, in- 
cluding net gains/(losses) on disposals, for the three years ended 
December 31, 1991, 1990 and 1989 are as follows: 


Grace 

Distribution Other Total 
$780.4 $ 41.5 $821.9 
(.1) — (.1) 
(28.3) — (28.3) 
— 28.3 28.3 
8.3 (8.8) (.5) 
$(20.1)* $ 19.5 $ (.6) 
$769.8 $140.8 $910.6 
1 — 1 

4 — 4 

$ s* $ — $ 5 
$756.2 $130.4 $886.6 
3.9 (1.0) 2.9 

—_ (3.0) (3.0) 

(1.3) .6 (.7) 

$ 2.6* $ (3.4) $ (.8) 


*(Loss) income from discontinued operations includes an allocation of interest expense based on Grace’s incremental borrowing rate applied to the net assets of 


Grace Distribution. ; 
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Note 5—Notes and Accounts Receivable 


1991 1990 

Trade, less allowances of $40.2 
(1990 —$53.8)........-.66.. $734.0 $1,192.5 
157.4 99.6 
$891.4 $1,292.1 


During 1991, Grace entered into agreements to sell up to $275 of 
interests in designated pools of trade receivables. At December 31, 
1991, $211.1 had been received, which is reflected as a reduction to 
trade accounts receivable. As collections reduce previously sold in- 
terests, new trade receivables are sold. 


Note 7—Investments in and Advances to 

Affiliated Companies 
Included in Grace’s continuing operations at December 31, 1991 are 
equity interests of 50% or less in companies engaged in on-site 
hazardous waste remediation services, horticultural products, pulp 
and paper manufacturing and health care services. During 1991, 
Grace increased its interest in Canonie Environmental Services 
Corp. (Canonie), a provider of hazardous waste remediation services, 
from 44.3% to 46.5%; and decreased its interest in Productora de 
Papeles S. A., a company specializing in pulp and paper manufac- 
turing, from 38.3% to 36.16%. In addition, in July 1991, Grace 


1991 1990 
Raw and packaging materials .... . $221.3 $261.0 
Thi peocebe esis foci ee onan, end 74.9 94.2 
Finished products ............-- 370.1 357.9 
General merchandise. ........... 57.9 172.8 
724.2 885.9 
Less: Adjustment of certain 

inventories to a last-in/first-out 
(LIPO) bases 5. Santis wee es 54.2 58.1 
$670.0 $827.8 


Inventories valued at LIFO cost comprised 22,2% of inventories at 
December 31, 1991 and 19.8% at December 31, 1990. 


acquired a 47% common equity interest in a company that services 
hospitals and other health care institutions. During 1990, Grace in- 
creased its interest in Canonie from 33.6% to 44.3%. In October 
1989, Grace combined its horticultural products business with that 
of Sierra Chemical Company; Grace has a 49% common equity in- 
terest in the new company, Grace-Sierra Horticultural Products 
Company. 

A summary of financial information of affiliated companies 
(100% basis) is set forth below: 


1991 1990 

SOC PW CUE WR MORE 24 ccs o'userc 5X Haka Rh GRP EEC ke eclrs O18 ead y's 6 ARC A One $310.2 $304.4 

LEMS IEERMEAENORS: 5 574 Uirkreik c.Grscieg se hemes o oll Paid’ y te's «ao 23a RCA rE 4 oes 413.6 484.4 
PRED amie idle ood ate ats We wage vO wretch a Nth ack <i > Sa Min cahIRREGW.E 4.0» $723.8 $788.8 

Pere Ole LAME ESSN girs CUS ahs Smite BUH enteA ele he No ore a ERAS A ERM e+ 9 $160.6 $169.5 

PRPICUTIONT HALATINOR iii. vicars sO ste ee ok below he oF 6 cele Ne MARU N ae Wd O56 252.1 261.8 
PRED HALSTON, 5 <r We nao sla ait adel A oid kde sew Uae RE Ns lore > o%s $412.7 $431.3 
PCE ARSORA Vk cc's pea At See ERA eee Ow cs hae a ye Saeinlsns SRS * « $311.1 $357.5 
Grace investments and advances... ..........-.cccccesereeececs $193.7 $178.0 
1991 1990 1989 
NGS MOISE Si aica-rc pcre eins Wik Ce PEACE PAN V+ ay CS ease E AS eee $555.9 $592.9 $484.4 
POE AVRMOEDE rcs ooo patra Nae a rea a il ew SER Mela e cepts oes Keneetinese Seie.a $ 25.2 $ 47.9 $ 59.4 
Grape Oquit yin COYRINEE) Go fond da sen cee cos cae eaeecens eee $ 14.0 $ 15.6 $ 23.4 
Distributions/Dividends received by Grace .........-+-:02+0e+005 $ 7.4 $ 4.9 $ 12.8 


In October 1991, Grace acquired the remaining 50% interest in Colowyo Coal Company, which was previously accounted for under 


the equity method. 


Note speed and Equipment 


i 1991 1990 
Land ....... Pes eae te Dente $ 654 $ 72.0 
Natural resource properties. ...... 823.1 652.5 
PPNNIBB sl Woah. Sk5 Stew «bia 4 Bieehos 822.0 858.0 
Machinery, equipment and other. . . 2,965.2 3,011.2 
Projects under construction. . . ... . 332.6 312.5 
5,008.3 4,906.2 

Accumulated depreciation, 
depletion and amortization ..... (2,450.1) (2,444.1) 
Properties fad ognipmoent. net.... $ 2,558.2 $ 2,462.1 


Interest costs have been incurred in connection with the financing 
of certain prior to placing them in service. Capitalized inter- 
est costs in 1991, 1990 and 1989 were $21.4, $15.2 and $9.9, 
respectively. — 

Depreciation, depletion and amortization expense relating to 
properties and equipment amounted to $300.2, $287.0 and $247.4 
in 1991, 1990 and 1989, respectively. 

Grace’s rental expense for operating leases amounted to $82.4, 
$76.1 and $66.8 in 1991, 1990 and 1989, respectively. Contingent 
rentals were not significant except as noted in Note 10—Long-Term 
Debt and Curae 


At Decem 


ver 31, 1991, minimum future payments for operating 


leases were: 


2) ee aa ae ene t eee e eect eee eee e ene nes $ 74.3 
i 2 eee eae Deis ake oabeie a> 84.0 eo OCR 63.1 
1994........ Ce 44.1 
UR ee iis ce, UR abies ¢ v0. o-0.b'0 ghar Seat 36.4 
1 aa Fae Fa alaisidieip! bop \¢:0: 014 'o Woes ea 31.1 
Later years . ‘ sel Ute tee 4ii's «0 oa bp inlaieay Reaeeaee ty 126.8 
Total minimum lease payments.............+++ $375.8 
ee cere en aT —_— 


The above minimum lease payments include sublease income of 
$3.2, $3.5, $10.9, $10.9, $10.9, and $70.0 in 1992, 1993, 1994, 
1995, 1996 and later years, respectively. 

: 


. 


. 
; 
: 
| 


Note 9—Other Assets 


Receivable due from insurance 
carriers (see Note 2— Asbestos, 
Environmental and Other 
Litipationy Sopher eg ass 

Prepaid pension costs ........... 

NMC patient relationships, less 
accumulated amortization of 
$61.4 (1990—$44.0)......... 

Energy services equipment, less 
accumulated amortization of 


$165.2 (1990 —$158.8) ...... 
Long-term investments .......... 
Deferred charges............... 


Long-term receivables, less 
allowance of $4.5 (1990—$3. 3) 


RP rss ere 
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1991 1990 
$208.0 $153.1 
199.7 172.3 
194.3 205.3 
108.1 90.2 
75.9 85.6 
74.4 60.5 
49.8 43.8 
46.3 44.9 
$956.5 $855.7 
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Note 10—Long-Term Debt and Guarantees 


Commerctal paner ris sale xikysateates baie clea Si ani ese anemia. es 
Bak: howrdwitge)s scares. vee einwisis vip sins clase 20's es «Kawano 
ERONMN Gre va Rag eee PTE CEA coho See Lay ceWae ore heeaeS oF 


Promissory notes 
Promissory notes 
SUNT Y UINCONOSO re oo fc ox VR cies eos Mes Moe pan Saad nen ae 
Foduatriah revenise Donte £605)5 eicviecay . rose 0d «cop eae epeewasss 
DMC credit RUTeeieE 55 oo ties otc heist sik t hans els eeewe ens. 
Convertible subordinate debentures)... ........000cseeeeeeeeee 
JA eek RS Seem «a SE yee PEPE yee er Sere ere 


ee ee 


ee 


Full year weighted average interest rate ........--+-2eeeeeeeeees 
So 


(1) Commercial paper and bank borrowings, although short-term, 
are classified as long-term borrowings because of the availabili- 
ty of long-term financing under Grace’s revolving credit 
agreements and Grace's intent to refinance these borrowings on a 
long-term basis. Grace has revolving credit agreements and 
credit lines with various banks under which it may borrow up to 
$1,541.0 at interest rates based, at Grace’s option, upon the pre- 
vailing prime, certificate of deposit and/or Eurodollar rate. At 
December 31, 1991, borrowings of $550.0 were outstanding un- 
der the revolving credit agreements and are included in 1991 
bank borrowings above, and $609.3 was reserved to support 
commercial paper and bank borrowings outstanding as of De- 
cember 31, 1991, leaving net unused credit facilities of $381.7. 
In connection with the revolving credit agreements, commitment 
fees of 0.375% per annum are payable on the unused portions. 
A portion of Grace’s cash balances serves to compensate banks 
for services; such balances are generally unrestricted. 

(2) During the second quarter of 1991, Grace completed the public 
offering of $1,012.5 principal amount at maturity of Liquid Yield 
Option Notes (LYONs) at an issue price of $308.32 per $1,000 
principal amount at maturity for gross proceeds of approximately 
$312.0. There are no periodic payments of interest; however, in- 
terest is accrued from the date of issue. The LYONs are (a) 
convertible into Common Stock at the rate of 8.916 shares per 
$1,000 principal amount at maturity; (b) redeemable at the op- 
tion of Grace subject to certain restrictions with respect to 
partial redemptions and conditions relating to redemptions prior 
to May 16, 1993; and (c) subject to rights of the holders to re- 
quire Grace to purchase the LYONs in 1996 and 2001. 

(3) Convertible into one share of Common Stock for each $42.125 
principal amount. 

(4) Represents borrowings under a revolving credit agreement of 
NMC which were repaid in the third quarter of 1991. 

(5) Debentures were repaid by Grace on February 7, 1991 for an ef- 
fective yield of 9.52% per annum. 


Year-End 1991 Years of 
Interest Rate Maturity 1991 1990 
5.9% —_ $ 175.3 $ 177.3 
5.9 — 984.0 760.0 
8.0 2006 324.7 — 
6.25 2002 150.0 150.0 
9.0 1992-1998 131.0 161.2 
10.375 1997 94.0 100.0 
9.1 1992-2005 81.0 90.5 
7.8 1992-2002 13.4 15.0 
a — a 223.5 
— — — 250.0 
-= — = 100.0 
1,953.4 2,027.5 
160.3 63.1 
$1,793.1 $1,964.4 
7.4% 9.5% 


(6) Proceeds received in January 1992 of $125.0 from the divest- 


ment of the specialty textiles business were used to repay bank 

borrowings. As a result, $125.0 of such borrowings is included 

in loans payable. 

Grace’s revolving credit agreements, certain promissory notes, 
subordinate debentures and the LYONs listed above (representing 
aggregate borrowings of $1,768.5 at December 31, 1991) contain 
provisions under which payment of the borrowings may be acceler- 
ated at the lenders’ option in the event of a change in control. Pay- 
ment of substantially all of Grace’s borrowings may be accelerated, 
and its principal borrowing agreements terminated, upon the occur- 
rence of a default under other Grace borrowings. 

Scheduled maturities of debt outstanding at December 31, 1991 
are: 1992—$128.5; 1993 $44.7; 1994—$28. 2; 1995— $34.9; 
and 1996— $31.6. 

Grace has guaranteed certain lease obligations of previously 
divested businesses. The leases, some of which extend to 2015, 
have minimum future lease payments aggregating $226.2, includ- 
ing $82.5 relating to Channel Home Centers, Inc. (Channel), a 
company formerly owned by Grace that filed for protection under 
Chapter 11 of the Federal Bankruptcy Code in January 1991. As part 
of the bankruptcy, Channel rejected leases with minimum future 
lease payments of $58.1, for which Grace is currently liable. Of the 
rejected leases, minimum future lease payments of $48.0 have 
been subleased to others at rates equal to or above the rates paid by 
Grace. Grace continues to attempt to sublease the remaining proper- 
ties and believes that its ultimate exposure is not material. 

Grace is also party to certain financial instruments and contrac- 
tual obligations which may involve elements of market risk in excess 
of amounts recognized in the financial statements. The market risk 
on forward exchange contracts is not material. 

Interest expense for 1991, 1990 and 1989 amounted to $180.9, 
$211.0 and $199.6, respectively. Interest payments made in 1991, 
1990 and 1989 amounted to $235.3, $219.2 and $202.0, 


respectively. 


| 
| 


Note | a Equity 

The weighted average number of shares of Common Stock outstand- 
ing during 1991 was 87,236,000 (1990—85,879,000; 1989— 
85,193,000). 

W. R. Grace & Co. is authorized to issue 300,000,000 shares of 
Common Stock. Of unissued Common Stock at December 31, 1991, 
approximately 23,973,000 shares may be issued or delivered upon 
the conversion and/or redemption of convertible debt securities and 
the exercise of stock options or grant of share awards. In addition, at 
December 31, 1991, 112,576,000 shares were reserved in connec- 
tion with comm Stock Purchase Rights (Rights). A Right is 
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issued for each outstanding share of Common Stock; the Rights are 
not and will not become exercisable unless and until certain events 
occur, and at no time will the Rights have any voting power. 

Of $1,719.0 of retained earnings at December 31, 1991, $401.4 
was free of restrictions on the payment of cash dividends imposed by 
the most restrictive of Grace’s loan agreements. In addition, $669 of 
undistributed earnings of foreign subsidiaries may be subject to 
currency, exchange and other restrictions imposed by regulatory 
bodies of the countries in which the subsidiaries operate. 

Preferred stocks authorized, issued and outstanding are: 


Shares as of December 31, 1991 
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, Authorized In Par Value of 
and Issued Treasury Outstanding Shares Outstanding 
‘ 1991 1990 1989 
ee Cumsiative™ ©... ou... 5s. 1.5 eee 40,000 3,536 36,464 $3.6 $3.6 $3.6 
oo Cumulative Class A"... .. .. v0. ssatimommemesatees en 50,000 33,244 16,756 | ef ae tT 
8% Noncumulative Class B®... . 2.2... cee ce eee ee eee 40,000 18,269 21,731 2.2 2:3 2:2 
$7.5 $7.5 $7.5 
(1) 160 votes per share. 
(2) 16 votes per share. 
Dividends aid on the preferred stocks amounted to $.5 in each of 1991, 1990 and 1989. 
The Certificate of Incorporation also authorizes 5,000,000 shares of Class C Preferred Stock, $1 par value, none of which has been 
issued. 
Note 12—Stock Incentive Plans 
Changes in outstanding Common Stock options are summarized below: 
: 1991 1990 1989 
: Average Average Average 
Number Exercise Number Exercise Number Exercise 
of Shares Price of Shares Price of Shares Price 
Balance at beginning nf year ow. <0). coat 7,172,775 $24.91 5,649,402 $26.29 5,624,751 $24.53 
Totty.) See eee 2,901,793 39.27 1,842,900 20.50 1,439,750 30.43 
10,074,568 7,492,302 7,064,501 
Options exercised .............0eeeees (2,052,421) 23.48 (75,597) 22.06 (419,682) 23.29 
Options terminated or cancelled ......... (1,909,899) 25.54 (243,930) 24.41 (995,417) 23.61 
Balance at end of year ...........2.504. 6,112,248 32.01 7,172,775 24.91 5,649,402 26.29 


At December 31, 1991, options covering 3,690,088 shares (1990— 
6,183,534; 1989—4,694,653) were exercisable and 4,637,368 
shares (1990 —6,459,670; 1989—8,283,142) were available for 
the granting of additional options. 

In prior years, certain optionees had stock appreciation rights 
under which the optionee could, in lieu of exercising an option, 
request its cancellation and, without payment, receive cash or 
shares of Common Stock having a market value equal to the differ- 
ence between the exercise price of the option and the market price of 
the Common Se Upon cancellation the shares covered by the 
option, less the shares issued, if any, would become available for 
future grants. 

In 1991, certain executive officers surrendered all or a portion of 
their outstanding stock options in exchange for shares of Common 
Stock equal in value to the excess of (1) the market value of the 
option shares at the date of surrender over (2) the purchase price of 


the option shares. The shares received upon surrender are subject 
to restrictions on transfer. The officers surrendering options were 
granted an equal number of new options with a purchase price equal 
to 110% of the fair market value of the Common Stock on the date of 
grant; subject to certain exceptions, such options may not be exer- 
cised for five and one-half years, at which time they become exercis- 
able in five annual installments. 

In addition, a restricted stock program provides for the award of 
shares of Common Stock to certain employees based on the achieve- 
ment of preestablished earnings targets. Shares covered by an 
award generally may not be sold (except to Grace) until the shares 
“vest” (in four annual installments); in the case of shares sold to 
Grace, the proceeds may not be received by the employee until the 
shares would have vested. In certain circumstances (including ter- 
mination of employment for any reason other than death, disability, 
retirement or termination without cause), the shares not then vested 
(and/or proceeds from the sale of unvested shares) are forfeited. 


38 Notes to Consolidated Financial Statements $ millions (except per share) 


Note 13—Income Taxes 
The components of income from continuing operations before income taxes are as follows: 
1991 1990 1989 
ST eg RR BSR Sororgig he oy EONS Ei SRD Ep i $ 94.8 $ 73.3 $147.3 
OL SE es Se PS Re Se Rn Ie re ot 263.9 255.6 231.8 
Total income from continuing operations before income taxes ...........0+000eee2eees $358.7 $328.9 $379.1 
The provision for income taxes allocated to continuing operations consists of: 
1991 1990 1989 
Federal income taxes: 
RRC Rete Weta erin tew see Siac ao his Sed olor ale vate aeghata s sicthie.e's oib'a sw pee ned s $ 27.2 $ 28.9 $ 32.4 
EERE 25) lee HCD 4 FSS Se TERK Sep wie yan rseld Kus Qoee wes Bates 's Sve AAAS bt Sore (2.7) (8.9) (1.5) 
ROLE MND MORE SINMCNNE CANOR COURTONIED sce als oc daioie so 0° ahah wing Dene © 606 B's sees, wield lag ete 14.5 9.4 12.2 
Foreign income taxes: 
PERU alertsch on tsa els pA farpats i Ge ple oapkis Whe. oh on GAMER MNISD Ciniacety + Saxe ee eesenees 83.8 72.2 88.8 
UT 2 pa SOS CG Te PR es RARE Ui te es SS eee eee 16.2 14.3 (4.4) 
Total provision for continuing operations ............0ccec eee ee rece eee seeneeeees $139.0 $115.9 $127.5 


The items giving rise to deferred tax provisions (benefits) at December 31, 1991, 1990 and 1989, include depreciation, intangible drilling 
costs for oil and gas properties, research and development costs that have been capitalized for tax purposes, and other items whose treatment 
for tax purposes does not conform to their treatment for financial statement purposes. 


The statutory U.S. Federal tax rate reconciles to the effective tax rate for continuing operations as follows: 


eee ee ren aie oat te oe Meee ea a See en 1989 
RiEMtultGee, El, Meceral tHe TRIG Wa aK xis) <a Geese c's occa y cate EMS bis te pos HE ove bveewes 34.0 % 34.0 % 34.0 % 
Increase (decrease) in tax rate resulting from: 
U.S. and foreign taxes on foreign operations ...........+-ceeccee ese etesseeeerenees 6.3 3.1 6.8 
Utilization of financial reporting operating loss carryforward .............00000-0e000es oa — (3.2) 
Uthisation of general business credits... -2< oes 56 oda chwiwwcly hoc we'd cbse ew eecenpes (2.5) (2.0) (4,9) 
State and local income taxes, net of federal income tax benefit ......... Ria itareh wars Steve 2:7 2.0 2.3 
Other, net... - essen een eee eee ee eee —_ 7) —.9) 1.4) 
OUEST Ean Sigh es Saaee> eren ere aie > oP Rae ee ee 38.8 % 35.2 % 33.6 % 
In February 1992, the Financial Accounting Standards Board not been provided on approximately $669 of undistributed earnings 
issued FAS No. 109, “Accounting for Income Taxes.” Grace elected of foreign subsidiaries, which are being retained by the foreign 
not to adopt the provision of this new accounting standard for 1991 subsidiaries for reinvestment. The distribution of the earnings 
but expects to adopt FAS No. 109 on or prior to January 1, 1993. would result in additional foreign withholding taxes of approx- 
Grace had adopted FAS No. 96 as of January 1, 1988 as stated in imately $60 and additional U.S. federal income taxes to the extent 
Note 1 - Summary of Significant Accounting and Financial Report- they are not offset by foreign tax credits, but it is not practicable to 
ing Policies. The effect on Grace of adopting FAS No. 109 cannot be estimate the total tax liability that would be incurred on such a 
determined at this time. distribution. 


The U.S. Internal Revenue Service has completed examinations 
of consolidated federal income tax returns of W. R. Grace & Co. and 
its domestic subsidiaries through 1986, U.S. and foreign taxes have 


Note 14—Dividends, Interest and Other Income 


1991 1990 1989 
Dividends.......... $ .6 $. 6 $ 9.1 
TICLES cats ccle sais 18.8 20.1 36.1 
Other income ....... 58.7 43.5 40.3 


$78.1 $64.2 $85.5 
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Note 15—Pension, Profit Sharing and Related Plans 


Grace maintains defined benefit pension plans covering employees of methods because of differing local laws and customs and there- 
of certain units who meet age and service requirements. Benefits fore cannot be summarized. Approximately 50% of U.S. plan assets 
are generally based on final average salary and years of service. at December 31, 1991 were common stocks, with the remainder pri- 
Grace funds its U.S. pension plans in accordance with federal laws marily fixed income securities. 
and regulations. Non-U.S. pension plans are funded under a variety Pension cost (benefit) is comprised of the following components: 
b 
; 1991 1990 1989 
| (DSR Ba Re EEE (pe = 
Service cost—benefits earned during the year. ... $ 19.4 $ 15.1 $ 16.5 $ 15.9 $ 16.4 $ 14.7 
Interest cost on benefits earned in prior years .... 39.9 19.7 35.4 22.3 35.3 179 
Actual return on plan assets... .......+0+0005- (108.1) (36.4) (20.7) 13.1 (126.8) (43.8) 
Deferred gain (loss) on plan assets............- 42.0 10.0 (47.5) (41.8) 63.8 aed 
Amortization of net gain at initial adoption. ...... (12.1) (3.4) (13.3) (3.7) (13.9) (3.2) 
Net amortization of other components ........-.. 1.5 = (2.9) (1.9) (.9) a2 
Gain on curtailment/settlement of certain plans . . ___ (4.2) __ (18.5) _(21.1) ec —_ 0s corer 
Net pension (benefit) cost $ (21.6) $(13.5) $(53.6) $ 3.9 $ (26.1) $ 11.5 
The funded status of these plans was as follows: 
: December 31,1991 = _ December 31, 1990 
U.S. Non-U.S. US, Non-U.S. 
Actuarial present value of benefit obligations, based on . 
employment a gions to date and current pay levels: 
Vested... 0... sees eee e cece ence reese eten een etsnesseceeseneeeres $ 378.0 $ 160.1 $ 324.5 $ 221.2 
eS eet ese 2.9 5.2 5.0 TD 
380.9 165.3 329.5 "228.7 
91.5 64.0 72.6 82.6 
472.4 229.3 402.1 BUS 
786.8 273.5 747.8 283.5 
Plan assets in excess of (less than) projected benefit obligation ............. 314.4 44,2 345.7 (27.8) 
Unamortized net gain at initial adoption .............0 02sec scene eee eee (120.3) (19.0) (140.8) (24.9) 
namie ri BOLVICE COBE. 66sec <Ny.dhe Eels Wik UI Kie o'si4 00! 0:0" > ope 18.8 4.5 19.4 2.9 
Unrecognized net gain. . <0. . e505 0.04 yack isd os acs v0 69 ogi ele (54.8) (20.3) (97.9) (7.2) 
Prepaid pension cost (unfunded accrued pension cost) .......+--++e0e+++++ $ 158.1 $ 9.4* $126.4 $ (57.0)* 


*Includes $74.5 in 1991 and $45.9 in 1990 of prepaid pension costs. 


Significant ssumptions used at December 31, 1991, 1990 and 1989, for these pension plans were: 
U.S. Non-U.S. 


9.0% 6.0-13.0% 
9.0 6.0-11.0 
6.0 3.5- 7.5 
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Note 15—Pension, Profit Sharing and Related Plans 


(continued) 


Grace’s total pension (benefit) for continuing operations was $(31.7), 
$(46.1) and $(11.9) in 1991, 1990 and 1989, respectively. 

Grace’s Retirement Plan for Salaried Employees (Plan) con- 
tains provisions under which the Plan would automatically terminate 
in the event of a change in control of W. R. Grace & Co. and Plan 
benefits would be secured through the purchase of annuity con- 
tracts. Upon such termination, a portion of the Plan’s excess assets 
would be placed in an irrevocable trust to fund various employee 
benefit plans and arrangements of Grace, and any balance would be 
returned to Grace. 

Grace also sponsors profit sharing, savings and investment and 
similar plans for its employees. The expense of these plans for con- 
tinuing operations was $13.9, $13.9 and $12.5 in 1991, 1990 and 
1989, respectively. 

In addition to pension benefits, certain health care and life 
insurance benefits are provided for retired employees of specified 
U.S. units of Grace. The cost of these benefits to Grace’s continuing 
operations was approximately $8.2, $7.9 and $6.0 in 1991, 1990 
and 1989, respectively, and was charged to expense when paid. In 
December 1990, the Financial Accounting Standards Board issued 
Statement of Financial Accounting Standards No. 106, “Employers’ 
Accounting for Postretirement Benefits Other Than Pensions,” which 
Grace will be required to adopt for its 1993 financial statements. 
While FAS No. 106 requires accrual accounting rather than the 
prevalent cash (“pay-as-you-go”) basis of accounting, imple- 
mentation will not affect Grace’s cash flows because the payments 
will continue on a “pay-as-you-go” basis. 


FAS No. 106 requires the recognition of a one-time transition 
obligation based on the aggregate amount that would have been 
accrued in prior years had the new standard been in effect. The 
transition obligation may, at Grace’s option, be recognized either 
immediately as an accounting change or on a delayed basis over the 
average remaining service period of active plan participants, Based 
upon preliminary estimates and assumed benefit levels, Grace’s 
transition obligation on an after-tax basis (based upon implementa- 
tion of FAS No. 109, “Accounting for Income Taxes’), is currently 
estimated to be between $130.0 and $170.0, and the annual post- 
retirement benefits expense is estimated to be four to five times the 
current annual expense on a cash basis. Grace is currently assess- 
ing the impact of FAS No. 106 on its future earnings and financial 
position, its available options to mitigate the expected adverse 
effect, and the method and timing of adopting the new standard. 
However, due to the need for further analysis, the possibility of ben- 
efit plan changes and the effect of the sale of certain businesses that 
are not part of Grace’s strategic focus for the future, the above esti- 
mates may not be indicative of amounts to be recorded when Grace 
adopts FAS No. 106. 
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Note 16—Industry and Geographic Segments 


The following table sets forth industry segment and geographic area Grace’s investment and equity in the results of operations of 
information in accordance with FAS No. 14, “Financial Reporting affiliated companies, intersegment sales and transfers among 
for Segments of a Business Enterprise.” geographic areas are not significant, except as stated. 
| Unallocated 
; Specialty Health Specialty Grace Corporate 
Industry Segment Information” _—____ Chemicals hare —- Eee Saetey J Sees ns 
Sales and Revenues ..............0000: 1991 $3,531 $1,009 $1,030 $479 $ — $6,049 
1990 3,570 875 1,059 480 — 5,984 
1989 3,223 716 938 360 121” 5,358 
Pretax Operating Profit ................ 1991 426 139 77 16” (299) 359 
1990 431 112 67 41” (322) 329 
1989 403 101 52 24° (201) 379 
Identifiable Assets ft ia oe si8 es oly 3a 1991 2,677 845 559 973 953" 6,007 
: 1990 2,756 903 669 861 1,038" 6,227 
1989 2,409 838 564 778 1,030” 5,619 
Capital Expenditures. ..........-....+5 1991 233 44 69 56 45 447 
t 1990 301 39 41 91 42 514 
; 1989 281 40 23 106 ie 485 
Depreciation, Depletion and 
Amortization ............0.0+.0sese0- 1991 177 58 32 81 ll 359 
‘ 1990 165 55 30 75 18 343 
; 1989 142 52 24 63 32 313 
; 
Unallocated 
United : Corporate 
States Canada —_—Europe Other Items Total 
$3,560 $159 $1,863 $467 $$ — $6,049 
3,490 146 1,919 429 — 5,984 
3,108 140 1,577 412 121” 5,358 
Pretax Operating Profit ...............- 1991 349 13 203 93 (299)* 359 
1990 346 12 184. 109 (322) 329 
1989 307 11 154 108 (201)* 379 
Identifiable Assets.................00% 1991 . 3,141 114 1,397 402 953” 6,007 
; 1990 3,068 106 1,622 393 1,038” 6,227 
1989 2,847 96 1,309 337 1,030" 5,619 


(1) Certain 1 and 1989 information has been reclassified/restated to conform with the 1991] presentation. 

(2) Includes $9, $10 and $19 of equity in income of 20%-50% owned domestic companies in 1991, 1990 and 1989, respectively. 
(3) Represents sales of divested businesses. 

(4) Includes ton operations. 

(5) Unallocated Corporate Items include: 


; 1991 1990 1989 
Balebent cipemac «.. «<i. <0... .s0s1s0;ededeeesubalithe ase bors cera $(181) $(211) $(200) 
General corporate overhead expenses .......6.++ee0eeeeeeeneees SEEM. 5,450 :s (aia 0 Wiese (69) (63) (62) 
General corporate research €xpenseS.......0.cescsereeeenscas PEP Give le ieele's sce ei ecess (56) (50) (44) 
Net gain on strategic restructuring .-..-+++eeeeeeeeseeeeete ere ete eter sense eee eeees 6 —_ 114 
Other expense, net i... . 66s eae eins do age us ve 08+) ap epee sss 6s thas 1 2 (9) 


Total Unallocated Corporate Items |... ...). 3 foc coe 5000 ¢.o 4 sph ASE Pee Se nts 6.5 Cee $(299) $(322) $(201) 
‘ ——s — ——————— 


Management's Discussion and Analysis of Results 


of Operations and Financial Condition 


Review of Operations 

Sales and revenues increased 4% in 1991 over 1990, excluding sales 
and revenues of businesses sold during 1991 (including all busi- 
nesses, sales and revenues increased 1%). The increase resulted 
from growth in the health care business and core specialty chemi- 
cals units, partially offset by declines in specialty businesses and 
noncore specialty chemicals units. For all periods presented, the 
income statement has been restated to exclude Grace’s book, video 
and software distribution operations (formerly part of the specialty 
businesses segment), which are treated as a discontinued operation 
due to their expected divestment in 1992. Income from continuing 
operations increased by 8% in 1991 compared to 1990, due to a 
strong contribution from health care operations and significant 
reductions in interest expense. Operating income after taxes (operat- 
ing income) was flat at $397.7 million in 1991 compared to 1990, 
reflecting increases in health care and specialty chemicals, offset 
by declines in energy operations and specialty businesses. 

Sales and revenues increased by 12% in 1990 over 1989 (14% 
excluding sales and revenues of businesses sold in 1989), reflecting 
advances for all operating groups. Income from continuing opera- 
tions decreased by $51.7 million or 20% in 1990 compared to 1989, 
as 1989 included a net after-tax gain of $61.8 million on the restruc- 
turing of Grace’s natural resource operations. Excluding this gain, 
income from continuing operations increased by 5% in 1990 versus 
1989. Operating income totaled $397.5 million in 1990 compared to 
$358.8 million in 1989, an increase of $38.7 million or 11%, 
reflecting increases for all operating groups. 

Grace’s recently announced strategic restructuring program 
includes the planned divestment of noncore businesses. The 
divestment of these businesses will substantially decrease sales 
and revenues in 1992 but will not significantly affect net income 
from continuing operations. (See Strategic Restructuring below for a 
more detailed discussion). 


Specialty Chemicals 

Specialty chemicals sales and revenues increased by 2% in 1991 
compared to 1990, excluding sales and revenues from Grace's 
Teroson automotive and acoustical chemicals businesses (Teroson) 
in both periods. (However, the 1991 divestment of Teroson is not 
expected to have a material impact on sales and revenues or oper- 
ating income for the specialty chemicals segment in future periods). 
The sales and revenues increase was primarily due to a favorable 
price and product mix variance estimated at 2% and an estimated 
volume increase of 1%, reflecting improvements in water treatment, 
packaging and fluid cracking catalysts, partially offset by an unfa- 
vorable currency translation effect, estimated at less than 1%. 
Operating income for 199] increased by 2% over 1990 due to 
improvements in worldwide packaging (reflecting higher sales 
volume), water treatment (reflecting higher sales volume) and fluid 


cracking catalysts (reflecting higher sales volume and improved 
margins). In addition, 1990 results were adversely affected by the 
establishment of certain environmental/restructuring reserves (see 
Net Gain on Strategic Restructuring below for information on 1991 
environmental/restructuring reserves). These favorable 1991 factors 
were partially offset by start-up costs for a European plant, softness 
in construction products caused by severe weakness in the building 
industry and lower sales volume in graphic arts because of adverse 
economic conditions. 

Specialty chemicals sales and revenues advanced by 11% in 
1990 compared to 1989, primarily due to (1) the favorable currency 
translation effect, estimated at 5%, of a weaker U.S. dollar during 
1990 versus 1989; (2) an estimated volume increase of 5%, reflect- 
ing improvements in energy and transportation, water treatment, 
construction and packaging operations; and (3) a favorable price and 
product mix variance, estimated at 1%. Operating income for 1990 
increased by 5% over 1989, reflecting improvements in worldwide 
packaging (reflecting higher sales volume and improved margins), 
water treatment (reflecting higher sales volume) and fluid cracking 
catalysts (reflecting higher sales volume). In addition, the results of 
Grace’s European operations were positively affected by currency 
translation due to the weaker U.S. dollar. Grace’s South American 
operations showed significant improvement in 1990 compared with 
1989, which included an unfavorable impact from the devaluation of 
the Argentine and Brazilian currencies. Partially offsetting these 
positive 1990 items were lower sales of nitroparaffins, resulting from 
a manufacturing problem during the third quarter of 1990, and an 
increase in environmental/restructuring reserves in 1990 versus 


1989. 


Health Care 
Sales and revenues of health care operations increased by 15% to 
$1 billion in 1991. The increase reflects increases of 14% in kidney 
dialysis services, 23% in home health care and 14% in medical 
products operations. At December 31, 1991, health care operated 
390 dialysis centers, (370 are in the United States and Puerto Rico, 
19 in Portugal and 1 in Spain) versus 364 at December 31, 1990. 
Operating income for 199] increased by 24% over 1990 due to con- 
tinued growth as well as improved profit margins. 

Sales and revenues of health care operations increased by 
22% in 1990 versus 1989. This increase resulted from continued 
growth in kidney dialysis, home-care and medical products opera- 
tions, as well as the inclusion of revenues of dialysis facilities 
acquired in 1990 and the full-year impact of facilities acquired in 
1989. Operating income increased by 10% in 1990 versus 1989, 
reflecting continued growth in dialysis and home health care ser- 
vices, partially offset by a decline in medical products operations 
resulting from the reduction of certain Medicare reimbursement 
rates. 


Specialty Businesses 
Sales and revenues of specialty businesses in 199] declined 3% 
compared to those of 1990 and have been restated for all periods to 
reflect the treatment of the distribution businesses as a discon- 
tinued operation. Sales and revenues in 199] were affected by the 
sale of i feed units in the third quarter of 1991. Oper- 
ating income decreased by 10% in 1991 versus 1990, reflecting the 
absence of earnings from divested units and lower earnings of Grace 
Cocoa due to higher interest expense on additional borrowings. 
Sales and revenues of specialty businesses in 1990 were 13% 
ahead of 1989, reflecting (1) favorable currency translation, esti- 
mated at 5%; (2) the inclusion in 1990 of a full year of sales of a 
specialty textile company acquired in 1989; and (3) the inclusion 
of cocoa operations acquired during 1990. Operating income 
increased by 28% in 1990 over 1989, reflecting (1) the favorable 
effect of currency translation; (2) higher earnings from transporta- 
tion services due to increased volume and improved margins; 
(3) higher earnings from Grace’s interest in a Colombian paper 
manufacturing operation; and (4) higher earnings from specialty 
agricultural businesses. 


Energy 

Sales and revenues of Grace’s energy operations were flat in 1991 
compared to 1990. Sales and revenues of the oil field services and 
oil and gas businesses declined, reflecting lower onshore and off- 
shore drilling activity and lower market prices for oil and gas (13% 
and 1% lower than the respective average market prices in 1990); 
onshore and offshore rig utilization was 34% and 61% in 1991 versus 
41% and 76% in 1990, respectively. These declines were substan- 
tially offset s increases in coal mining resulting from the October 
199] acquisition of the remaining 50% interest in Colowyo Coal 
Company (Colowyo) and by higher specialized services and equip- 
ment sales and revenues. Operating income for 1991 decreased 57% 
from 1990, primarily as a result of lower earnings in onshore drill- 
ing, offshore workover and drilling, and oil and gas production, 
partially offset by increased coal mining profits, reflecting the 
October 199] transaction discussed above. 

Sales and revenues of Grace’s energy operations in 1990 were 
33% ahead of 1989 due to (1) higher revenues from the specialized 
oil field services and equipment business, reflecting a higher level 
of industry drilling activity, improved market share and the acquisi- 
tion of an oil field tool rental business in May 1990; (2) an increase 
in onshore drilling rig utilization rates (41% for 1990 versus 33% for 
1989) and higher market share; (3) higher average rig utilization 
rates for offshore workover and drilling operations; and (4) improved 
average day rates for both offshore and onshore drilling rigs. Operat- 
ing income for 1990 increased by 72% over 1989, primarily due to 
(1) the return to profitability of the specialized oil field services and 
equipment business (reflecting increased U.S. drilling and workover 
rig activity due to higher oil prices, market share growth and the 
acquisition discussed above), and (2) substantially lower losses 


W. R. Grace & Co. and Subsidiaries 


in the onshore contract drilling business (mainly resulting from 
increases in utilization rates and average day rates). Partially offset- 
ting these favorable results were lower earnings from Colowyo, 
which were negatively impacted by the bankruptcy of a major long- 
term contract customer which precipitated a significant sales price 
reduction. A substantial portion of the price shortfall is expected to 
be recovered in the customer's bankruptcy proceedings. 


Statement of Income 

Equity in Earnings of Affiliated Companies 

Equity in earnings of affiliated companies decreased in 199] by 
10% as compared to 1990, primarily due to the consolidation of 
Colowyo, effective October 1, 1991, upon Grace Energy's acquisition 
of the 50% interest in Colowyo not previously owned. 

Equity in earnings of affiliated companies decreased by 33% in 
1990 compared to 1989, primarily due to (1) the previously men- 
tioned effects of the bankruptcy of one of Colowyo’s major customers, 
and (2) 1990 losses of a 49%-owned horticultural products company 
caused by interest charges associated with an October 1989 
leveraged buyout transaction. These decreases were partially offset 
by the effect of a change in the method of reporting Grace’s interest 
in a Colombian paper manufacturing operation. Effective with the 
1990 first quarter, Grace’s investment in this operation was reported 
in accordance with the equity method of accounting; previously, 
this investment was reported by the cost method of accounting, and 
earnings were recorded only as dividends were received. 


Dividends, Interest and Other Income 

Dividends, interest and other income increased by 22% in 1991 
versus 1990, primarily resulting from the recognition of a $10.8 
million gain in connection with a settlement of a portion of the lia- 
bilities of the United Kingdom pension plan. 

Dividends, interest and other income decreased by 25% in 1990 
compared to 1989, primarily due to (1) the absence in 1990 of inter- 
est income received in 1989 on securities of divested businesses 
and on oil and gas contract settlements; (2) the 1990 change in 
reporting Grace’s investment in the paper manufacturing operation 
referred to above; (3) a favorable 1989 patent infringement settle- 
ment; (4) the reversal in 1989 of an excess reserve for a previous 
property disposal; and (5) gains in 1989 on sales of various minor 
investments. 
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Net Gain on Strategic Restructuring 

The 1991 net gain on strategic restructuring includes gains of 
$108.8 million, inclusive of cumulative translation gains of $37.9 
million, on the disposition of certain noncore businesses and invest- 
ments. Expenses related to the relocation of Grace's corporate offices 
from New York to Boca Raton, Florida, provisions for certain envi- 
ronmental and litigation costs, and other restructuring charges were 
recorded resulting in a net gain on strategic restructuring of $6.1 
million for 1991. 

In 1989, Grace restructured its natural resource operations 
through the sale of Grace Equipment Co., the initial public offering 
(IPO) of Grace Energy Corporation (Grace Energy) and an adjust- 
ment in the carrying value of certain natural resource assets, 
resulting in a net pretax gain of $114.4 million, including a loss of 
$7.5 million relating to the IPO. In the IPO, Grace Energy issued 
and sold a 16.6% interest. Grace owns 83.4% of Grace Energy's 
outstanding Common Stock. 


Interest Expense 

Interest expense decreased by 14% in 1991 versus 1990 as a result 
of lower interest rates in the 1991 period. (See Financial Condition; 
Liquidity and Capital Resources below for additional information 
concerning borrowings). 

Interest expense increased by 6% in 1990 over 1989, reflecting 
higher average borrowings and the unfavorable effect of currency 
translation adjustments on interest expense associated with Grace’s 
foreign operations, partially offset by lower U.S. interest rates. The 
higher borrowings reflect the continuation during 1990 of Grace’s 
capital expenditure program in the specialty chemicals business, as 
well as acquisitions by Grace’s cocoa, specialty chemicals and 
health care operations. 


Research and Development Expenses 
Research and development spending increased by 2% in 199] and 


18% in 1990 over the respective prior year. This increased spending 


was primarily directed toward Grace's core product lines, as well as 
the development of new products for the specialty chemicals and 
health care businesses. 


Minority Interest 

Minority interest allocation was lower in 1991 versus 1990, mainly 
reflecting Grace’s January 1991 purchase of Berisford International 
PLC’s 25% interest in Grace Cocoa, which is presently 100% 
owned. 

Minority interest allocation increased significantly in 1990 com- 
pared to 1989, resulting from the minority interest in Grace Energy 
following its IPO and from the 1989 allocation of losses of Grace 
Energy's onshore drilling subsidiary to a minority interest. By the 
end of 1989, the minority’s proportionate share of the subsidiary’s 
equity was reduced to zero; therefore, subsequent losses were borne 
entirely by Grace Energy. In May 1990, Grace Energy purchased 
the minority interest. 


Income Taxes 
The 1991 effective tax rate increased to 38.8% as compared with 
the prior year’s rate of 35.2%, largely due to tax costs attributable to 
the divestitures of the specialty textiles business and Teroson, the 
additional tax costs of repatriating to the U.S. a higher level of earn- 
ings of foreign subsidiaries and an increase in state income taxes 
(net of federal tax benefit). 

The 1990 effective tax rate of 35.2% was higher than the 1989 
rate of 33.6%, reflecting the utilization in 1989 of previously unap- 
plied business credits (primarily investment tax credits). 


(Loss) Income from Discontinued Operations 

In November 1991, Grace agreed in principle to divest its book, 
video and software distribution business (Grace Distribution). The 
loss from discontinued operations in 1991 includes a $20.1 million 
provision for the estimated loss on the sale of Grace Distribution and 
the operating results of Grace Distribution prior to divestment and a 
$19.5 million reduction, recorded in the fourth quarter, of the 
reserve established in 1986 for other discontinued operations. (See 
Notes 4 and 10 to the Consolidated Financial Statements for addi- 
tional information). 

In 1990, a $20.9 million loss from discontinued fertilizer opera- 
tions was charged to the divestment reserve established in 1986; a 
loss of $99.2 million (including losses on the divestment of busi- 
nesses) was charged to this reserve in 1989 and a gain of $67.8 mil- 
lion (including net gains on disposals of businesses) was credited to 
this reserve in 1988. In January 1991, Grace sold its interest in its 
remaining fertilizer operation, a multi-plant ammonia complex in 
Trinidad, for proceeds of $17 million plus contingent deferred pay- 
ments, based on the pro forma cash flows of such operation over a 
ten-year period, of up to $50 million (net present value), approx- 
imately $26 million of which is guaranteed by the buyer. 


Financial Condition; Liquidity and Capital Resources 
The Consolidated Statement of Cash Flows reports how cash was 
generated and used during the 1989-1991 period. During 1991, the 


net pretax c 
activities w 


flow generated by Grace’s continuing operating 
703.7 million. After giving effect to discontinued 
payments of income taxes, the net cash provided by 
ities was $602.3 million in 1991. Cash flows provided 
tivities of continuing operations include the sale of 
interest in designated pools of trade accounts 

e Note 5 to the Consolidated Financial Statements for 
mation). 

ctivities used $327.6 million of cash in 1991, largely 
tal expenditures and business acquisitions (primarily 
illion purchase of Berisford International PLC’s 25% 

ce Cocoa and the $34 million purchase of the remain- 


by operating 
$211 million 


ing 50% interest in Colowyo), partially offset by proceeds from 
divestments. 

Cash provided by financing activities included an increase of 
$271.3 million in borrowings having original maturities of less than 


nd an increase of $319.7 million in borrowings hav- 
in excess of three months, reflecting the issuance of 
$1 billion principal amount at maturity of Liquid 
Yield Option Notes in the second quarter of 1991, which yielded 
cash of approximately $312 million. Cash outflows from financing 
activities included $695.6 million of repayments of borrowings hav- 
ing maturities in excess of three months, primarily reflecting: (1) the 
first quarter repayment of $250 million of 7% Convertible Subordi- 
nate Debentures; (2) the third quarter utilization of borrowings 
under Grace’s revolving credit agreements to repay National Medi- 
cal Care, Inc.’s borrowings under its credit facility; (3) the third 
quarter repayment of $100 million of 11.75% debentures; and 

(4) the repayment of $75 million of Colowyo’s debt. 

Grace has revolving credit agreements and credit lines with var- 
ious banks u which it may borrow up to approximately $1.5 bil- 
lion, $550.0 million of which was outstanding at December 31, 1991 
and $609.3 million of which was reserved to support outstanding 
commercial paper and bank borrowings, leaving unused credit 
facilities of $381.7 million. At December 31, 1991, Grace’s total 
debt as a percentage of total capital (debt ratio) was 51.6%, com- 
pared with 52.4% at December 31, 1990. 

In October 1991, Grace filed a “shelf” registration statement 
covering $3) illion of senior debt securities. Grace may issue 
such debt securities from time to time as market conditions, cash 
requirements and other factors dictate. The proceeds from any such 
issuances are expected to be used to repay commercial paper bor- 
rowings and/or bank borrowings. 

Proceeds received in January 1992 of $125 million from the 
divestment of the specialty textiles business were used to repay 
bank borrowings. In 1992, Grace expects to repay approximately 
$225 million of its senior promissory notes with proceeds from 
divestitures and/or the issuance of long-term debt at lower interest 
rates. 
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Grace expects to satisfy its 1992 cash requirements from the 
following sources: (1) funds generated by operations; (2) proceeds 
from sales of businesses (see Strategic Restructuring below) and 
(3) financings. Such financings could include new borrowings, the 
availability and cost of which would depend upon general economic 
and market conditions. 


Strategic Restructuring 

In November 1991, Grace announced a new corporate strategy with 
the principal objective of enhancing shareholder value. The major 
components of the strategy are: (1) focusing on core businesses; 

(2) reducing overhead by $50 million pretax annually; (3) generat- 
ing gross proceeds of $1.5 billion from the sale of noncore busi- 
nesses; and (4) lowering the debt ratio to less than 45%. 

The core businesses are packaging, health care, catalysts and 
other silica-based products, construction products, water treatment 
and process chemicals and container sealants. In addition, certain 
other businesses are being evaluated; depending upon manage- 
ment'’s assessment of their potential contribution to future growth, 
these businesses may be considered core or may be divested. As 
part of this strategy, Grace has begun to reorganize the manage- 
ment of these core and other businesses on the basis of global prod- 
uct lines. 

Pursuant to its new strategy, Grace has divested a number of 
noncore businesses and has announced plans to divest others. On 
March 2, 1992, Grace made a proposal to acquire in a merger trans- 
action the remaining minority shares of Grace Energy Common 
Stock for $16.50 per share in cash. The proposed transaction is sub- 
ject to various conditions and approvals customary for a transaction 
of this nature. At the same time, Grace expects to consider strategic 
acquisitions directly related to its core businesses. (See Note 3 to 
the Consolidated Financial Statements for additional information). 


Effects of Change in Accounting for Postretirement Benefits 

In December 1990, the Financial Accounting Standards Board 
issued Statement of Financial Accounting Standards, (FAS) No. 
106, “Employer's Accounting for Postretirement Benefits Other Than 
Pensions.” Grace will be required to adopt FAS No. 106 for its 1993 
financial statements. This Statement requires accrual accounting 
rather than the prevalent cash (“pay-as-you-go”) basis of account- 
ing. Implementation of the Statement will not affect Grace’s cash 
flows because the payments will continue on a “pay-as-you-go” 
basis. The potential impact of adoption is more fully described in 
Note 15 to the Consolidated Financial Statements. 


45 


Financial and Statistical Review 


Quarterly Summary— Unaudited $ millions (except per share) 


First Quarter 


Sales and revenues. .............00e00: 
Cost of goods sold 

and operating expenses 
Other expenses, net 


ee ey 


Income from continuing operations 
before income taxes ............0000: 
Income taxeesc6 os > bia Scale cb eats 


Income from continuing operations before 
minority interests. .........ccesceees 
Minority interests. ........+.+.2sse00e 


Income from continuing operations 
(Loss) income from 
discontinued 


see ewer 


Earnings per share: 
Continuing operations 
Not inpdie ss 65 Ses tss ot eee pene $ 

Fully diluted earnings per share: 

Continuing operations 
Net inhcomie scat inc stowes cusanreceen $ 


Specialty Chemicals..............e+05: $ 
Hibalthh Cares: 3s ses. oe kis one SN tess 
Specialty Businesses ...........-e00005 
Grace Ene 


$1 


Operating Income After Taxes by Operating Group) 
Specialty Chemicals. ..............5+- $ 
Health Cararacs<c:s.ne cece \craymarey 

Specialty Businesses ...........-..+55- 

Grace Ene: 


Total Operating Groups 


ee 


(1) Excludes sales of divested businesses; therefore, the total does not agree with sales and revenues in the Consolidated Statement of Income. 


-37 
-35 


First Quarter 


1991 


759.0 
231.8 
200.3 
127.5 


318.6 


43.4 


(2) 1990 amounts have been restated to conform to the 1991 presentation. 

(3) Excludes divested businesses; amounts computed before minority interests and the allocation of corporate research, corporate overhead and corporate 
interest. For this table, taxes are computed substantially on a separate return basis for each subsidiary and division. In the case of each U.S. subsidiary 
and division, tax benefits for operating losses, if any, are recognized currently. 


Second Quarter 


(930.0) 
(424.1) 


1990 1991 
$1,330.2 $1.520.6 
(869.0) (979.3) 
(404.1) (444.5) 
57.1 96.8 
21.3 37.3 
35.8 59.5 
(2.3) (.5) 
33.5 59.0 
(.9) (1.4) 
$ 32.6 $ 57.6 
$ .39 $ 68 
$ 38 $ -66 
$ .39 $ -68 
$ -38 $ -66 
Second Quarter 
1990 1991 
$ 717.9 $ 831.6 
202.7 246.9 
157.7 171.3 
107.4 119.3 
$1,185.7 $1,369. 1 
$ 41.2 $ 67.0 
14.0 19.9 
5.8 7.5 
6.4 4.8 
$ 67.4 $ 99.2 


Five-Year Comparative Quarterly Net Income and Primary Earnings Per Share 


First 
\ | > SRD FPA, Oo eae Gay $47.8 
ROR cea Bee anes 43.2 
La! PEt AA ea ageing eg eh OF ra 29.4 
Lb | Read ie eee rr ty 32.6 
BOOT is So cows eee ahetaeaGs 30.8 


Net Income by Quarter ($ millions) 


Third Fourth 
$41.5 $50.1 
50.5 75.5 
97.9 81.8 
45.2 73.7 
49.6 80.6 


Total 


$173.1 
233.6 
253.2 
202.8 
218.6 


W. R. Grace & Co. and Subsidiaries 


Third Quarter Fourth Quarter Full Year 
1991 1990 1991 1990 1991 1990 
$1,613.3 $ 1,723.4 $ 6,049.1 $ 5,984.2 
(983.4) (1,127.3) (3,856.3) (3,898. 1) 
(500.7) (487.5) (1,834.1) (1,757.2) 
129.2 108.6 358.7 328.9 
50.7 32.6 139.0 115.9 
78.5 76.0 219.7 213.0 
6 (3.4) (.5) (10.7) 
79.1 72.6 219.2 202.3 
1.5 ll (.6) 5 
$ 80.6 S. -3339 $ 218.6 $ 202.8 
$ 99 $ 85 $ 2.51 $ 2.35 
$ 91 $ 86 $ 2.50 $ 2.36 
$ 83 $ 83 $ 2.41 $ 2.32 
$ .85 $ .84 $ 2.40 $ 2.32 
Fourth Quarter Full Year 
1991 1990 1991 1990 1991 1990 
$ 810.9 $ 812.0 $ 927.3 $ 917.5 $ 3,328.8 $ 3,249.5 
58.8 219.9 271.7 237.4 1,009.2 875.0 
182.4 189.8 234.6 248.0 788.6 761.9 
102.2 127.4 130.2 137.6 479.2 479.5 
$1,354.3 $1,349.1 $1,563.8 $ 1,540.5 $ 5,605.8 $ 5,365.9 
$ 663 $ 62.1 $ 82.7 $ 83.4 $ 259.4 $ 255.8 
“21.1 16.7 22.4 18.0 80.1 64.7 
wot 8.9 10.4 10.4 31.2 33.1 
a ES Fi (.7) 9.5 11.2 25.9 
$ 94. $ 94.8 $ 114.8 $5" 121.3 $ 381.9 $ 379.5 
| ae 
: ~~ 
“ 
Primary Earnings Per Share by Quarter 
First Second Third Fourth Total 
$ .56 $ .40 $ .48 $ .59 $2.03 
51 16 .60 .88 2.75 
; .34 152 1.15 .96 2.97 
.38 .60 52 .86 2.36 
.36 66 .57 91 2.50 
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48 Financial and Statistical Review 


Worldwide Operations—Sales and Revenues and Operating Income After Taxes $ millions —Continuing Operations 


Operating Income 
____Sales and Revenues®™)__ so ta Rr eee 
1991 1990 1989 1991 1990 1989 
United States and Canada 
Specialty Chemicals .............0seeeeeee% $1,801 $1,822 $1,736 $134 $127 $125 
Ppeltly Gane: coe ccan tet ose RA Se Reta s 990 859 704 77 62 57 
Specialty Businesses. ............2220eeeees 335 315 289 9 2 1 
478 479 359 10 25 14 
Total. 3,604 3,475 3,088 230 __216 197 
Europe 
Specialty Chemicals . 0.0.0... 00 6 sie ea ceccee 1,123 1,058 879 79 80 71 
PlOGitht Caren co 7s scattiscec cs wees aaa 19 16 12 3 3 3 
407 399 343 17 18 ll 
1 l l 1 1 —_ 
1,550 1,474 1,235 100 102 85 
298 261 255 37 36 37 
45 47 47 4 6 8 
343 308 302 41 42 45 
Latin America/Other 
107 108 96 10 13 9 
2 l 1 l 7 7 
109 109 97 ll 20 16 
$5,606 $5,366 $4,722 $382 $380 $343 


(1) Excludes sales of divested businesses; therefore, the total does not agree with sales and revenues in the Consolidated Statement of Income. 

(2) 1990 and 1989 amounts have been restated to conform to the 1991 presentation. 

(3) Excludes divested businesses; amounts computed before minority interests and the allocation of corporate research, corporate overhead and corporate 
interest. For this table, taxes are computed substantially on a separate return basis for each subsidiary and division. In the case of each U.S. subsidiary 
and division, tax benefits for operating losses, if any, are recognized currently. 


Capital Expenditures, Net Fixed Assets and Depreciation, 
Depletion and Lease Amortization $ millions—Continuing Operations 
Depreciation, Depletion 


Capital Ex itures Net Fixed Assets and Lease Amortization 
1991 1990 1989 1991 1990 1989 1991 1990 1989 


Operating Group 
Specialty Chemicals......... $233 $301 $281 $1,368 $1,400 $1,190 $164 $154 $131 
Méalthi: Cate cc ccaeg eta. oes 44 39 40 192 187 181 35 31 29 
69 41 23 217 231 168 32 29 22, 
56 91 106 681 556 532 61 56 49 
402 472 450 2,458 2,374 2,071 292 270 231 
General EEE 45 36 30 100 69 129 8 17 16 
$447 $508 $480 $2,558 $2,443 $2,200 $300 $287 $247 
Geographic Location 
United States and Canada. .. . . $285 $269 $273 $1,672 $1,466 $1,366 $192 $176 $160 
Europe: ...'.: 7s 0c aciresien 96 176 147 655 779 591 86 82 61 
Other Areas svi Sayeneoes 21 27 30 131 129 114 14 12 10 
Mita Sols Sed x Rv erent 402 472 450 2,458 2,374 2,071 292 270 231 
General SEP REE 45 36 30 100 69 129 8 17 16 


("1990 and 1989 amounts have been restated to conform to the 1991 presentation. 


Financial Summary—1987-1991 $ millions (except per share) 


Income Statement 


Sales und revenues . 3b o.0.5:5 05-05) aoe eta wee ae es aes 
Cost of goods sold and operating expenses. .........-..-.---- 
Depreciation, depletion and amortization ................... 
Hritéreat exPenBe. o. 0.06 <5 v's esd cen ke eee bee Due bw oie s 
Research and development expenses ...........0000-+ee000- 
Income from continuing operations before income taxes ........ 
LeU eee OEE EEE ee are eee 
ASOChIVG TAX TONG. 06 25 baw s vcin 47 co Nelaale BRE ERR ees Ob As 60'e 
Income from continuing operations ..............-.-++++++- 
Loss) income from discontinued operations ................- 
Tax benefit of operating loss carryforward .... . Meares ae cicld 
Cumulative effect of accounting change ..........-..--.++++ 
INGE INCOME s ie oe inca c 02s oe by bine ob UN EM Smee s 05 ke 
Financial Position 

Cash and cash equivalents ;.. . .:<. <ascngweceeba ieee ss 6 ecs.or 
Notes and accounts receivable—net...........00000eeee0es 
lad. CPOE Ee ESE Se ee CIS 
Carrent linhilities <<<. 300.006 504 5 eee aa 4 ol 
Working capital i. occ Fos occ vise dines Geren es kewane 
Properties and equipment—net. .... 2.6.0.0 cece eee cece eee 
Se eee Pere ee ee 
ft eins rrr ere it Ce Se ee es 
Shareholders’ equity (book value)— Common Stock........... 
Data Per Common Share 

Earnings from continuing operations. ................0..000+ 


i a i a) 


er a) 


shares outstanding (thousands) ............. 


Other Statistics 


Dividends paid on common stock. ..........0-00-eeeeeeeeee 


Alanital expenditures 555 is 0s «6 4s 5a ed Dee 6 se eet 


eae en ae ee 


W. R. Grace & Co. and Subsidiaries 


1991 1990 1989 1988 1987 


$6,049. 1 $5,984.2 $5,358.4 $5,072.2 $3,880.3 
3,856.3 3,898.1 3,547.9 3,361.0 2,568.1 
359.1 343.3 312.6 277.3 223.4 
180.9 211.0 199.6 156.2 113.8 
150.4 147.5 124.8 119.0 107.3 
358.7 328.9 379.1 312.6 232.0 
139.0 115.9 127.5 123.0 102.3 
38.8% 35.2% 33.6% 39.3% 44.1% 

219.2 202.3 254.0 189.4 137.7 


(.6) 2) (.8) 39.5 22.8 


— = ae = 12.6 
= a — 4.7 ee 


218.6 202.8 253.2 233.6 173.1 


$ 207.1 $ 116.0 $ 108.7 $ 132.7 $ 151.4 
891.4 1,292.1 1,163.2 1,068.9 826.5 
670.0 827.8 762.5 751.5 629.5 
1,622.1 1,680.1 1,589.1 1,498.1 1,164.6 

367.9 700.0 577.2 530.0 558.1 
2,558.2 2,462.1 2,220.0 2,028.3 1,701.0 
6,007.1 6,226.5 5,619.1 5,190.2 4,311.6 
2,259.4 2,285.9 2,016.7 1,816.6 1,370.9 
2,017.7 1,905.0 1,722.9 1,543.6 1,455.8 


$ 2.51 $ 2.35 $ 2.98 $ 2.29 $ 1.77 
2.50 2.36 2.97 2.75 2.03 
1.40 1.40 1.40 1.40 1.40 

22.77 22.14 20.16 18.18 17.31 
87,236 85,879 85,193 84,629 84,820 


$ 122.0 $ 120.2 $ 119.2 $ 118.6 $ 118.7 
447.0 513.7 484.6 418.1 242.5 
1.2:1 1.4:1 1.4:1 1.4:1 ) Te | 
51.6% 52.4% 51.7% 52.7% 47.8% 
21,949 23,327 26,457 27,012 27,786 
407/s-23%/s 33%-17 39%e-25%e 29%e-23'/2 37%/e-19'%/e 
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Market Data 

Common Stock Prices 

Principal Market: New York Stock Exchange 

Ticker Symbol: GRA Common Stock Prices —C osite 
1991 High Low Close 
First Quarter... 2... ..ececceecececeseecseecec nese ctor teeeeeseeeneneeernnenes $32 $23%s $29%s 
Second Quarter ........0sccecncs cece eset seen eceeeeeeeseteaeeeenasseeensenes 35 28°/s 33%/a 
Third Quarter. .0!.o.6.ecccies ceed save ce cete secon semesocieeewetavereresneees 39"/2 31%s 37'/2 
Fourth Quarter, ..........0csceceeceecesenrecneccescnrcncerersenseseeasescens 40°/s 34/5 39"/2 
5, AA Ti eNO ate ORE SAN On LAE Tai ATi aL Sal ES oe tana RNS aia SE 
First Quarter .....cessccsccccccucsuetedecssenccesnovescccenscererssseegenees $33'/s $28 $29"/2 
Second Quarter... ....:cccccscceenscecstcesseeercseeeeswsesesseceeseeberenees 30'/2 26 29% 
Whitd Quarter. oc ccic.c eke siss devo ad eeedssdasn ster rtnweeceae des minesnte esse 30's 20'/s 21 
Fourth Quarter. .........cec cece erect teen cnet ee eee eeeeene eer neneebeseresenees 25%s 17 237s 
1989 

Pivit Qua ieee oicag's este istavcinw sie @ar sss s Wee bade leg s0pe se emmbe ae tee be sien cae ny $32°/s $25'/e $30%s 
Second Quarter sce: cys os sian lat awict sete rene vgas Ue sone gn gees Umameds tewioa) ahs 34% 30%. 31% 
Third Quarter ...... 0.2. :cessccgncceccecnceenscccesscresnsonsigeoccserenyees 39's 30%s 37'/a 
Fourth Qisarter-<:< sisi sss ac: vikcsip pareia ws ee wes alb,s'e'e b vin oom + alain ey Re mate AME Arie Sm © 37s 27'le 32s 


Other common stock listings: Midwest, Amsterdam, Basel, Frankfurt, Geneva, Hamburg, Lausanne, London, Paris, and Ziirich. 


Corporate Information 


Corporate Headquarters 
One Town Center Road 

Boca Raton, FL 33486-1010 
(407) 362-2000 


Annual and Quarterly SEC Reports 
Copies of the Company's Annual Report 
on Form 10-K and Quarterly Reports on 
Form 10-Q may be obtained by writing 
to W. R. Grace & Co., Office of Investor 
and Shareholder Relations, or calling 
(407) 362-1360, or (800) GRACE IR 
(800-472-2347). 

Annual Meeting of Shareholders 


Monday, May 11, 1992, 10:30 a.m. 
Boca Raton Marriott-Crocker Center 


December 1990 — December 1991 Grace vs. S&P 500 
Monthly Composite Closing Prices 


Grace 


5150 Town Center Circle 

Boca Raton, FL 33486 

Independent Accountants Cash Dividends 

Price Waterhouse March 10, 1992 marked the 217th consecutive 

153 East 53rd Street cash dividend payment in the history of the Grace 

New York, NY 10022 organization. Cash dividends on the common stock 
z Transfer Agent "B ‘ 

Shareholder Assistance Manufacturers Hanover Trust Company have been paid at the quarterly rate of $.35 per 


Information regarding shareholder 
accounts, dividend payments, stock 
transfer and related matters should be 
directed to our transfer agent, 
Manufacturers Hanover Trust Company 
at the number listed to the right. 


share ($1.40 annually) since December 10, 1987. 


Trademarks 

Names italicized in the text of this Report are 
trademarks or service marks of W. R. Grace & Co. 
or its subsidiaries. In some cases, they indicate 
Grace units. 


Securityholder Relations 
P.O. Box 24935 

Church Street Station 

New York, NY 10249-0007 
(212) 613-7147 

(800) MH SHARE 


e 


J. P. Bolduc, President and Chief Operating Officer 


George C. Dacey, Retired President, Sandia National Laboratories, 
government research and development 


Edward W. Duffy, Retired Chairman of the Board and Chief Executive 
Officer, Marine Midland Banks, Inc. 


Harold A. Eckmann, Retired Chairman and Chief Executive Officer, 
The Atlantic Companies, insurance 

Charles H. Erhart, Jr., Retired President, W. R. Grace & Co. 
Raymond C, Foster, Retired Chairman and Chief Executive Officer, 
Stone & Webster, Incorporated, engineering and other services 

James W. Frick, President, James W. Frick Associates, Inc., 
educational consulting 

J. Peter Grace, Chairman and Chief Executive Officer 

Ronald H. Grierson, Retired Vice Chairman, The General Electric 
Company, p.l.c. (U.K.), manufacturing 

Constantine L. Hampers, Executive Vice President, W. R. Grace & Co. 
Thomas A. Holmes, Retired Chairman, President and Chief Executive 
Officer, Ingersoll-Rand Company 

Gordon J. Humphrey, Former U.S. Senator and Founder, The Humphrey 
Group, international trade 


George P. Jenkins, Consultant to W. R. Grace & Co. and Retired 
Chairman of the Board and Chief Financial Officer, Metropolitan Life 
Insurance Company 


Virginia A. Kamsky, President and Chief Executive Officer, Kamsky 


Associates Inc., Far East consulting and investment banking 

Peter S. Lynch, Retired Portfolio Manager, Fidelity Magellan Fund 
Robert C. Macauley, Chairman, Virginia Fibre Corporation, packaging 
Roger Milliken, Chief Executive Officer, Milliken & Company, textiles 
John E. Phipps, Private Investor 

William Wood Prince, Vice Chairman, F. H. Prince & Co., Inc., 


investment company 

John A. Puelicher, Chairman of the Board, Marshall & Isley Corporation, 
banking 

Eben W. Pyne, Consultant to W. R. Grace & Co. and Retired Senior Vice 
President, Citibank, N.A. 

D. Walter Robbins, Jr., Consultant to W. R. Grace & Co. and Retired 
Chairman of the Executive Committee 


Eugene J. Sullivan, Chairman Emeritus, Borden, Inc., foods, consumer 
and industrial goods 


Grace Sloane Vance, Educational, cultural and philanthropic activities 


David L. Yunich, Consultant to W. R. Grace & Co. and Retired Vice 
Chairman, R. H. Macy & Co., Inc., department stores 
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Corporate Officers 


Chairman and Chief Executive Officer 
J. Peter Grace 


President and Chief Operating Officer 
J. P. Bolduc 


Vice Chairmen 

J. Murfree Butler 

Joseph R. Wright, Jr. 

Executive Vice Presidents 

F. Peter Boer, Chief Technical Officer 

Hugh L, Carey, Environmental Policy 
Constantine L. Hampers, National Medical Care 
Donald H. Kohnken, Specialty Chemicals 
James P. Neeves, Corporate Administration 
Brian J. Smith, Chief Financial Officer 


Senior Vice Presidents 

Robert H. Beber, General Counsel 
Jean-Louis Gréze, Specialty Chemicals 
Christian F. Horn, Grace Ventures 

Fred Lempereur, Specialty Chemicals 

Pedro F. Mata, Grace Cocoa 

W. Brian MeGowan, Corporate Administration 
Robert C. Walsh, Specialty Chemicals 
George J. Winchell, Specialty Businesses 
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Vice Presidents 
William L. Belew, Information Systems 
Fred E. Bennett, Dearborn-North America 


Robert J. Bettacchi, Construction Products Worldwide 


Frederick E. Bona, Corporate Communications 
Brian B. Burns, Environmental Policy 
Charles H. Ehlers, Dewey & Almy 


Antonio R. Ferré, Specialty Chemicals-Interamerica 


Alan D. Fiers, Government Relations 

Peter D. Houchin, Treasurer 

James R. Hyde, Davison 

Noel A. Lee, Specialty Chemicals-Pacific 
Shojiro Makino, Specialty Chemicals-Japan 
Peter B. Martin, Investor Relations 
Kenneth Y. Millian, Environmental Policy 
William L. Monroe, Human Resources 
Edward G. Najjar, Organic Chemicals 
Susan A. Ollila, Pension Investments 

Ian Priestnell, Dearborn Worldwide 

Bernd A. Schulte, Business Development 
Martin B. Sherwin, Commercial Development 
William B. Sturgis, Cryovac 

Richard N. Sukenik, Controller 

Jacques Theumann, Specialty Chemicals-Europe 
Daniel P. Tucci, Specialty Businesses 
Francois P. van Remoortere, Research 


Elwood S. Wood, Polyfibron 


Corporate Secretary 
Robert B. Lamm 


The Grace 1991 Annual Report financial text was printed on Champion Benefit, 70 lb. stock, a recycled and recyclable paper. 
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W. R. Grace & Co. 
One Town Center Road 
Boca Raton, FL 33486-1010 


